
TIMES 


BUSi,1 . ess News Paper http://www.Fr.cofn 


ra 

f' 



MONDAY NOVEMBER 2 1998 

Lucy Kellaway 
Towards the era of 
squashy management 
Page 11 


^0*6 7^ 



Keiji Tachikaiva 
The surprising rise of 
DoCoMo’s salaryman 
Page 11 



Survey 
Business locations 
in Europe 
Separate section 


it 


W ORLD news 

Post-Mitch storms 
tiring havoc to 
Central America 

Wide areas ol Central America 
pave been plunged Into chaos by 
intense storms that have left 
almost 500 dead and 
extensive damage. Honduras and 
Nicaragua have been worst hit by 
tne ran brought in the wake of 
Hurricane Mitch. Page 6 

Mandela criticises ANC response 
President Nelson Mandela of 
South Africa, admitting that the 
ruling ANC violated human rights 
during its struggle against apart- 
heid, has criticised his party's 
angry response to a report test 
week by the Truth and Reconcili- 
ation Commission. Page 3 

Brussels pressures UK over tax 

The UK is under renewed pres- 
sure from the European Commis- 
sion to drop its resistance to an 
EU directive aimed at harmonis- 
9 ing tax on income from savings 
. W and investment. Page 2 

One-man Mahathir protest 
A tone protestor demanded 
reform of Malaysian prime minis- 
ter Mahathir Mohamad's 17-year 
rule, marching outside a mosque 
where similar protests turned 
violent the week before. Page 5 

US to improve meat checks 
The US government has agreed 
to improve- checks on meat sold 
to Sis European Union after EU 
vetennary experts recommended 
a ban on imports over perceived 
monstoring deficiencies. Page 4 

Hsftss radicals threaten police 
The military wing of Hamas, the 
Palestinian opposition Islamist 
movement, threatened to attack 
Palestinian Authority policemen if 
' ' the PA continues a crackdown 
' on its members. Page 3 

Hyundai to Invest in N Korea 
Hyundai. South Korea's largest 
conglomerate, has thrown an 
economic lifeline to cash-starved 
North Korea by promising Indus- 
trial projects. Page 4 

Israel ‘boosts settlement funding' 
Israel is to spend 50 per cent 
more on Jewish settlements next 
year, claims independent Israeli 
organisation Peace Now. Page 3 

Kuwait's deputy PM quits 
The deputy prime minister of 
Kuwait Nasser al-Rowdhan, who 
also served as minister of state 
for cabinet affairs, has resigned. 

Taipei cuts Tonga Has 
Taiwan is to sever diplomatic ties 
with Tonga today after the South 
Pacific nation said it would 
establish relations with China. 

Gang admits kHBng Cathofic 
A Northern Ireland Protestant 
gang calling itself the Red Hand 
Defenders claimed responsibility 
■^^for killing a Catholic civilian. 

Croab'a-Bosnia agreement 
Croatia and Bosnia's Moslem- 
Croat federation are expected to 
sign an agreement to improve 
bilateral relations. Page 2 

protest blanks websites 
Thousands of internet sites in 
Germany went blank in a protest 
over Deutsche Telekom's rates 
for connecting to cyberspace. 


% 




Napoleon's gun stolen 
A hunting gun owned by French 
emperor Napoleon has been 
stolen from a Geneva museum. 
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BUSINESS NEWS 


Merrill Lynch 
launches sector 
trading in Europe 

Merrill Lynch, the US investment 
bank, has begun trading in Euro- 
pean equities by sector rather 
than by country in a trend 
towards sector-based share trad- 
ing in the run-up to Europe's sin- 
gle currency. Page 19 

Russia and its foreign bank 
creditors are expected this week 
to make a last-ditch attempt to 
settle their differences over how 
the country is to repay bartons of 
dollars in defaulted domestic 
debt Page 18; Russian recov- 
ery plan. Page 2 

I n v estmen t bankers believe the 
European takeover market may 
have been revitalised by last 
week’s DM3.13bn (S1.9bn) take- 
over of Herberts, the paints arm 
of Hoechst, by Du Point, the US 
chemicals group. Page 22 

Sony Corporation, the Japanese 
electronics group, is In talks with 
actor Sean Connery about build- 
ing a film studio in Edinburgh, 
the Scottish capita). Page 8 

Rank Group, the UK leisure and 
entertainment company, has 
received a preliminary approach 
about a possible £2bn (S3.4bn) 
break-up from John Garrett, the 
former head of the group's lei- 
sure division who was ousted 
Barter tors year. Page 19 

BP Amoco, the oil group to be 
formed by the £32.6bn ($55.1 bn) 
takeover by British Petroleum of 
Amoco of the US, expects to 
spend around $2bn for sever- • 
ance payments and restructuring 
once the merger is approved. 
Page 19 

Unsafe of a further 10 per cent 
of GTE, Greece’s party priva- 
tised telecoms operator, is set to 
rase $1.1 bn for the government 
after bong subscribed 1.8 times. 
Page 24 

Ft# Bank and DaHchi Kangyo 
Bank are drawing up plans to 
create the first strategic affiance 
between two large commercial 
banks in Japan and are consider- 
ing buying the viable business 
fines of Yasuda Trust bank. 

Page 19 

Statoif, the Norwegian state oil 
company, said this year's profit 
would be significantly tower than 
in 1997. Page 22 

Japan is to co-operate with the 
World Bank and the Asian Devel- 
opment Bank to provide guaran- 
tees for bonds issued by trou- 
bled economies in Asia. Page 18 

Seagram has received approval 
from the US Securities and 
Exchange Commission to com- 
plete Its $10.4bn bid for Poly- 
Gram, the Dutch music and film 
company. Page 22 

Germany's federal government 
announced the safe of its Tank 
und Rast chain of motorway res- 
taurants and petrol stations to a 
three member consortium of 
investors. Page 24 
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BAGHDAD ENDS CO-OPERATION WITH ALL WEAPONS TEAMS ■ US DEFENCE SECRETARY SAYS UNILATERAL ACTION STILL AN OPTION 


Tension rises 
as Iraq bans 
UN inspectors 


./ ^ ^ i -* 


By Route Kfcafef in London 

Hie US yesterday warned tt was 
losing patience with Iraq after 
Baghdad refused to bade down 
from a on all United Nations 
weapons inspections. 

In the wake of Iraq's decision 
on Saturday to ban aU UN inspec- 
tions untO crippling eight-year- 
old sanctions were lifted, William 
Cohen, US defence secretary, 
said: "Everybody is getting weary 
of dealing with Saddam H ossein 
[the Iraqi president]". 

Although Washington pre- 
ferred to co-ordinate its actions 
with the UN and allies, Mr Cohen 
reminded Iraq that unilateral 
military action by the US had 
always been an option. 

In Ra gftriarl. Tlariq Aziz, Iraq's 
deputy prime minister, said his 
country was not "gambling or 
seeking confrontation", but bad 
no choice but to end co-operation 
when it realised that working 
with U ns com, the UN special 
commission charged with dis- 
mantling Iraq's weapons of mass 
destruction, would not lead to a 
lifting of sanctions. 

In August Iraq suspended all 
inspections of new sites by 
Unseam. It went a step further on 


Saturday, banning arms investi- 
gators from visiting sites that 
bad already been inspected and 
were being monitored by 
Unseam. 

Iraq demanded the lifting of 
sanctions and the removal of 
Richard Butler, the Australian 
diplomat who Unscom and 
is ac cu se d by WaghrfaH of serving 
the interests of the US. 

Baghdad, however, stopped 
short of expelling the inspectors, 
and said sensors and monitors 
placed in sites could continue 
operating. It also exempted from 
its latest decision the Interna- 
tional Atomic Energy Agency 
with which Iraq has Had less acri- 
monious relations over the years. 

The UN security council on 
Saturday condemned the Iraqi 
decision as a "flagrant violation" 
of council resolutions and of the 
agreement reached in February 
in Baghdad with Kofi Annan, the 
UN secretary general. 

But Taha Yassin Ramadan, 
Iraqi vicepresident, rejected the 
UN security council statement. 
"We will not reverse our decision 
until the embargo is lifted." he 
said. 

After Iraq defied the UN in 
August, the security council 



An iraqf guard watches as a nuclear inspection team leaves the UN headquettora in Baghdad. Two nuclear team* 
went Into the field, but Iraq has barred work by biological. chemical and missile teams. AF 


agreed to hold a comprehensive 
review of sanctions imposed after 
Iraq's 2990 invasion or Kuwait, 
but only after Baghdad allowed 
inspectors to resume their work. 

Iraqi officials and the office of 
the UN secretary general have 
been engaged in discussions over 
the form of the review, which 
Iraq hoped would lead to a par- 
tial lifting of sanctions. 

On Friday, however, the US 
rejected proposals by Russia. 
France and China that would 
have clearly committed the secu- 
rity council to a lifting of the oil 


embargo if Iraq complied with 
requirements to eliminate its 
weapons of mass destruction. 

Analysts said yesterday the US 
had maintained its position that 
consideration should only be 
given to the lifting of sanctions if 
Iraq complied with other condi- 
tions. Including accounting for 
missing Kuwaiti prisoners. 

Iraqi officials yesterday made 
clear their decision to raise the 
stakes in the confrontation with 
the UN was a direct response to 
the US move. 

Oxer the weekend, Russia and 


France called un Iraq to rescind 
its decision. The Russian foreign 
ministry uwil Baghdad to wrigh 
the negative conM*qucnccs of its 
move, which it said could “seri- 
ously exacerbate the situation tn 
the region". 

Mr Butler, nieatuvhile, reiter- 
ated yesterday that Iraq was 
close to reaching its goal and 
that Unscom would tx- objective 
if it could win Iraq's co-operation 
in its hunt fur weapons of muss 
destruction. 

"It s a true and clear promise," 
he said. 


Schroder clashes with Bundesbank over growth 


By Tony Battier in Franfcfal 


Germany’s new centre-left 
government plunged into a dis- 
pute with the Bundesbank at the 
weekend as Chancellor Gerhard 
SchrOder demanded measures to 
stimulate economic growth: and 
the ' independent central hank 
insisted that its primary task was 
to ensure price stability. ‘ 

Mr Schrfider. who said on 
Thursday that the government 
should settle its differences with 
the Bundesbank in private, 
weighed into the dispute with his 
first public warning to central 
banks to accept their responsibil- 
ities for promoting growth. 

• His target was not only the 
Bundesbank but also the Euro- 
pean Central Bank, which will 
assume responsibility for i n te rest 


German chancellor calls for measures to boost economy 


rate policy in Europe's 11-nation 
single currency zone in January. 

"My request is that all instru- 
ments be used to allow the econ- 
omy to grow," he told trade 
unionists in the industrial city of 
Duisburg on Saturday. "These 
institutions . should understand 
their responsibility not only for 
monetary stability but also for 
reasonably managed economic 
growth." 

Noting that the nation’s six 
leading economic institutes had 
cut their forecast for growth next 
year to 23 per cent he added: 
“That is damn little, too little far 
a big offensive on the labour mar- 
ket that is supported solely by 
economic growth.” 


Interviewed in the German 
media before Mr Schroder's 
speech, Jflrgen Stark, the Bund- 
esbank's vice-president, rebuked 
Its critics for undermining what 
he described as a 50-year-old Ger- 
man consensus on the need for 
central bank independence. 

"Perhaps it has escaped some 
people, who are returning to 
Bonn now after a long time out of 
office, that the Bundesbank's 
Independence and the primary 
importance of price stability are 
written in the constitution.” he 
said. 

Were it not far the increasing 
pressure from Mr SchrOder's cab- 
inet, Germany's first Social Dem- 
ocrat-led government in 16 years. 


economists would expect the 
Bundesbank's centra] council to 
hold its key interest rate at 3.3 
per rent when it convenes on 
Thursday. 

But Oskar Lafontaine, the 
forthright finance minister, has 
exercised his right to attend this 
meeting and is intent on putting 
the case for interest rate cuts as 
a way of boosting economic 
demand and helping some of Ger- 
many’s 4m unemployed back to 
work. 

Mr Lafontaine said in an inter- 
view with the news magazine Der 
Spiegel, published today, that the 
ECB would be judged by whether 
its policies would alleviate unem- 
ployment 


He indicated that the ECB 
should model its monetary policy 
on the US Federal Reserve. "Alan 
Greenspan, head of the American 
central bank, has shown that 
both things are possible - Infla- 
tion-free growth and growth in 
employment," said Mr Lafon- 
taine. 

German political analysts 
believe the purpose of the gov- 
ernment's criticisms may be to 
prepare the ground for an 
attempt to establish a political 
counterweight to the ECB. Such 
an attempt would be co-ordinated 
with France's Socialist-led gov- 
ernment, which likewise believes 
that elected politicians must not 
cede control over economic pol- 
icy to unelected central bankers. 

Lex, Rage 18 


Philips set to close a 
third of its factories 


By Sordon Crwnti fci Amsterdam 
ami Alice Rawsttiom in London 


Philips, Europe’s largest 
consumer electronics group, 
plans to close about a third of its 
factories worldwide over the next 
four years, as it battles to revive 
stalled profits growth. 

The Dutch group aims to cut 
its manufacturing sites from 244 
to between 160 and 170 by 2002. It 
plans to make better use of 
remaining facilities and draw 
more on outside suppliers. 

Cor Boonstra. president of Phil- 
ips, said the group had "built too 
big a production capacity for 
requirements”. 

He said it was now open to 
acquisitions in areas sucb 
as medical products, semi- 
conductors and lighting. 

"Now we can take our pick 
where we acquire and grow,” he 


Mr Boonstra said that the main 
challenge to Philips - poised to 
sell its controlling stake in the 
PolyGram entertainment group 
to Seagram of Canada in a 
$10.4bn deal - was "not to jump 
into acquisitions because we 
have the liquidity”. 

He identified the US as the 
main market in which it wanted 
to expand. 

Philips is also looking for 
global partnerships with other 
electronics manufacturers in par- 
ticular product sectors, despite 
the unwinding of its year-old 
joint venture making telephone 
handsets with Lucent of the US. 


which has cost Philips some 
Fllbn (*54Qm). 

Questioning Lucent's motives 
in entering into that deal, Mr 
Boonstra said: "At a certain 
moment you have to conclude 
that the partnering has not been 
done to strengthen the business, 
but to get out of the business.” 

Lucent is selling or dosing its 
parts of thA consumer communi- 
cations operation. Philips, which 
saw the tie-up as a way to break 
into the US market for mobile 
phones, will concentrate instead 
on the European GSM standard. 

As a result of the Lucent deba- 
cle - and a weakening of market 
demand which, according to Mr 
Boonstra, is now spreading to the 
US - Philips expects flat profits 
this year before any contribution 
from the disposal of its 75 per 
cent in PolyGram. 

Philips is now scrutinising its 
remaining operations in electron- 
ics hardware after a two-year pro- 
gramme in which it has shed 
peripheral or underperforming 
units.' That rationalisation has 
already reduced the number of 
Philips’ plants. Twenty five sites 
have teen closed this year with 
another 18 scheduled to follow. 

Mr Boonstra said the final fig- 
ure on closures would depend on 
how Philips's markets developed. 
. He added that the Dutch group 
had locked at both the "potential 
for integrating manufacturing 
facilities and at the possibility to 
dose facilities.” 


Lax, Page 18 
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BRUSSELS DIRECTIVE MONTI OFFER ON FINANCIAL SERVICES CRYSTALLISES BRITAIN’S DILEMMA OVER HARMONISATION 


UK under pressure on withholding tax 


By Emma Tucker hi Brussels 


Britain is under renewed 
pressure from the European 
Commission to drop its resis- 
tance to an EU directive 
aimed at harmonising t 3 * on 
income from savings and 
investment 

Mario Monti, single mar- 
ket commiss ioner, is trying 
to break British opposition 
to the withholding tax direc- 
tive by offering greater liber- 
alisation of the ElTs finan- 
cial services market, 
including measures to dis- 
mantle investment curbs on 
supplementary pensions. 


The withholding tax pro- 
posal, seen as a critical step 
along the road towards tax 
harmonisation, ts being 
pressed by the Austrian gov- 
ernment, which holds the 
EU presidency, and by the 
new German government, 
which takes over the presi- 
dency in January. They 
believe a greater degree of 
tax co-ordination is required 
to make the single currency 
work, and have said they 
would like to reach a general 
agreement on the issue by 
the middle of next year. 

The directive would 
ensure a minimum tax of 20 


per cent was paid on income 
from bank accounts and 
securities held in the Euro- 
pean Union by EU residents. 

Gordon Brown, the British 
chancellor of the exchequer, 
has said that until euro- 
bonds are exempted from the 
directive there is no prospect 
of Britain signing up to it. 

He argues that as drafted, 
tiie directive would discour- 
age investors from buying 
future bond issues by Euro- 
pean borrowers and could 
drive the market offshore. 

Last week Tony Blair, 
British prime minister, said 
he would use the UK veto to 


stop any measure that would 
harm the City of London. 

Mr Monti's offer crystal- 
ises the UK’s dilemma ahead 
of possible participation in 
the single currency early 
rtmrt century. While the gov- 
ernment is keen to protect 
City Interests, it also wants 
to project a pro-European 
image. “What the Commis- 
sion Is saying is that if the 
UK wants to play ball in 
Europe, then it is going to 
have to give and taker said 
an EU diplomat. 

The Co mmiss ion insists 
there is no question of 
exempting eurobonds, and 


argues that any small set- 
back to the City from tax 
would be more than compen- 
sated for by greater liberalis- 
ation of the ELTs financial 
services market- 
**Some tax co-ordination is 
a strict requirement if we 
are to have an effective sin- 
gle market for financial ser- 
vices," said Mr Monti. “Each 
step towards integration 
may have short run costs, 
but in the long run it will 
benefit more those countries 
that have by trad ition a com- 
parative advantage in this 
area. The UK is top of the 
list here." 


At a recent summit in 
PBrtschach in Austria, Vik- 
tor Klim a, the Austrian 
chancellor, called on EU 
countries to renew efforts to 1 
greater tax harmonisation, 
two months before the single 
currency , is launched. 

However, serious negotia- 
tions are a long way off. Dis- 
cussions m the withholding 

tax directive are stOl only at 
a technical level and have 
not moved on to the more 
political Issues such as 
whether eurobonds should 
be included. Proposals for a 
pensions directive win not 
be presented tmwi next year. 


Croatia to sign deal with Bosnian federation 


By Kerin Done 

East Europe Correspondent 


Croatia and Bosnia’s 
Moslem-Croat federation are 
expected to sign an agree- 
ment soon to improve bilat- 
eral relations. It aims to 
make transparent existing 
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covert financial support 
from Zagreb to Bosnian 
Croat institutions and to 
pave the way for improving 
co-operation in economic 
development, defence and in 
combating crime. 

A parallel state-level deal 
between Zagreb and Sara- 
jevo will allow Bosnia- 
Hercegovina to gain free 
access to the sea through the 
Croatian port of Ploce. 

The prospective deals have 


been brokered by tbe inter- 
national community, which 
is seeking to bolster the frag- 
ile institutions of Bosnia- 
Hercegovina established 
under the 1995 Dayton peace 
accord, which ended four 
years of war in Bosnia and 
Croatia. 

The framework agreement 
on “special relations'* has 
been initialled by officials of 
Croatia and the Federation 
of Bosnia-Hercegovina, the 


Moslem-Croat entity of Bos- 
nia. 

The accord, which will 
establish a “Joint council for 
co-operation" headed by 
Franjo Tudjman. Croatian 
president, and tbe federation 
president and vice-president 
is expected to be ratified 
before the end of the year. 

Republika Srpska, the Bos- 
nian Serb entity of Bosnia- 
Hercegovina, has previously 
signed its own controversial 


bilateral agreement with Bel- 
grade. 

The agreement on special 
relations between Zagreb 
and Sarajevo has been nego- 
tiated by the west and in 
particular by Richard Sklar, 
the CIS envoy, and Jacques 
Klein, the principal deputy 
high representative of the 
international community in 
Bosnia. 

The accord would help to 
make the financial support 


EUROPEAN UNION CONSULTANTS SET OUT DIRECTIONS IN WHICH THE BUSINESS CLIMATE MIGHT DEVELOP 


Managers told to look to euro in 2008 
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By Amfcew Bans in London 


With less than 500 working 
hours to go before the 
launch of the euro, manag- 
ers might be forgiven for 
concentrating their planning 
efforts on January X 1999. 

But a report published 
today by Anderson Consult- 
ing urges managers to took 
to 2008, 10 years after the 
euro’s launch, at how It will 
change the European Union, 
and European markets. 

“It is not enough simply to 
look at the past and extrapo- 
late.” said Vernon Ellis, 
managing director of Ander- 


son Consulting in Europe, 
commenting on the 18 
month study, based on 
research and consultation 
with industry, economists 
and political analysts. 

“Powerful forces and 
trends - economic, social 
and political - are pushing 
Europe in different direc- 
tions, and executives need to 
be ready to respond what- 
ever happens." 

' The report outlines three 
starkly different business 
landscapes, and says compa- 
nies must plan now for how 
they wQl fare in each case to 
ensure commercial success; 


■ “Competitive Europe”; 
capitalism is dominant in an 
enlarged EU with a single 
market and a single cur- 
rency. Competition is 
encouraged and the labour 
market is lightly regulated. 
The gap between rich and 
poor is widening. 

■ “Conscience Europe": an 
enlarged and integrated EU 
with interventionist social 
and economic institutions 
ensuing high minimum 
social and environmental 
standards, more regulation, 
less innovation, and the rise 
of protectionism.' 

■ “Patchwork Europe": the 


euro has collapsed, weak- 
ened from the start by the 
□on-participation of the UK. 
Different national currencies 
have reappeared. So too 
have trade barriers. In a 
highly fragmented EU. 
regions pursue their own 
very different agendas, 
based on their differing 
socio-economic models. 

The report outlines 
requirements for commercial 
success in all three cases. 

Alongside efforts to reduce 
costs and increase productiv- 
ity, “businesses must be 
alive to alliances that may 
enable them to exploit 
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Primakov; country mods strong state ManwnMon 


flowing from Zagreb more 
transparent, said Mr Klein, 
and would also give Bosnian 
Croats a greater sense of 
security to continue living in 
Bosnia-Hercegovina. 


Male Granfc, Croatian for- 
eign minister, said that the 
agreement would enable 
Croatia to channel funds 
legally and openly to Bos- 
nian Croat institutions 
including the army. 


Russia stands by < 
recovery plan 






■ 'A 


By Arkady Ostrovdqr kv Moscow 


changes within and across 
industries and across politi- 
cal boundaries”. 

New technologies and the 
rise of e-commerce will play 
a vital role in enabling busi- 
ness to get closer to custom- 
ers. increasing market pene- 
tration and reducing the cost 
of customer contact. The 
quality of a company’s staff 
’will be vital, “making It 
essential in every scenario 
that people are treated as 
long-term assets”, the 
report says. 

Europe Beyond the MWennium 
- Mating Sense of Tomorrow. 
TeT 171-304-8748. 


The cash-strapped Russian 
government has approved an 
economic recovery plan 
which has already foiled to 
win the support of the Inter- 
national Monetary Fund. 

Tbe plan, approved at the 
weekend, will be published 
after November 5 and aims 
to support domestic produc- 
ers and pay off wage and 
pension arrears accumulated 
by tbe state. 

Yevgeny Primakov, the 
prime minister, said the 
country needed strong state 
intervention in order to 
come out' of the financial 
and economic crisis. 

But the plan, drawn under 
the guidance of Yuri Maslyu- 
kov, the communist deputy 
prime minister, has been 
rejected by the IMF, whose 
support is vital for the coun- 
try which faces $17bn in 
external debt payments next 
year. 

A government official, 
quoted by the Interfax news 
agency, said the IMF critic- 
ised the plan as a “signifi- 


cant step backwards in form- 
ing a market economy”. IMF 
officials left Moscow last 
week after 10 days of fruit- 
less negotiations, refusing to 
release a tl.3bn tranche of 
the $22.6bn package agreed 
in July with tbe previous 
government. 

Mr Primakov said that 
although Russia still 
counted on the IMF fond* U 
“will not in any circum- 
stance fall to its knees. 
Everyone should be firmly 
aware of that.” 

The lack of external fund- 
ing means the government 
will have no choice but to 
print money in order to plug 
the budget deficit, but Mr 
Primakov said this would 
not lead to soaring inflation. 
The government promised to 
keep annual inflation down 
to 25-30 per cent, a rate 
which can only be achieved 
by introducing price con- 
trols. The government also 
plans to increase its gold 
reserves and oblige export- 
ers to convert 75 per cent of 
their hard currency earnings 
into roubles. 
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UK to urge measures 
to rein in hedge funds 


INTERNATIONAL 


By Andrew Bafis In London 


Gordon Brown. UR 
chancellor of the exchequer, 
will today call for an inter- 
national agreement on stan- 
dards of best practice for 
transparency and disclosure 
in the private sector, to rein 
in the activities of hedge 
funds. 

Mr Brown will call on the 
Basle Committee to build on 
last week's statement by the 
Group of Seven leading 
industrial countries. 

The Basle Committee, the 
international bank supervi- 
sor. groups supervisors from 
the leading industrialised 
countries. 

In a statement to the 
House of Commons on the 
G7 communique. Mr Brown 
will say that international 
codes of good practice on 
transparency and disclosure, 
outlined by the G7. should 
apply to the private sector to 
act as a benchmark for 
financial institutions and 
their regulators. 

The scope for regulating 
hedge funds and other 
highly leveraged trading 
institutions directly is lim- 
ited. since they can move off- 
shore to escape controls. 


The threat posed by hedge 
fUnds was hi ghlighted by the 
near collapse of Long-Term 
Capital Management. The 
US Federal Reserve was 
forced to orchestrate a bail- 
out, even though LTCM was 
unregulated. It justified this 
In terms of fears over sys- 
temic risk to the US finan- 
cial system. 

Mr Brown, who brokered 
the G7 plan, wiH say that 
there is a clear and urgent 
need to reinforce disciplines 
on hedge funds, through the 
financial institutions supply- 
ing them with fiiumw, eM 
to ensure that proper due 
diligence procedures are in 
place for banks, and for 
other institutions that take 
on exposures to hedge fends. 

As part of the general capi- 
tal adequacy review. Mr 
Brown will say. the Basle 
Committee should examine 
the appropriate treatment of 
banks’ exposures to hedge 
funds so that there is 
proper provisioning against 
risk. 

The G7 agreed on “strong 
global action to promote 
greater openness in the 
financial operations of Indi- 
vidual countries, of financial 
and corporate institutions 


Israel boosts 
funding for 
settlements 


By Judy Dempsey In Jerusalem 

Israel is to spend 50 per cent 
more on Jewish settlements 
next year, with spending for 
certain projects rising by as 
much as 570 per cent, 
according to Peace Now, the 
independent Israeli organisa- 
tion. 

The rise in expenditure, 
from Shklbn fS235m) this 
year to Shkl.5bn in 1999. 
reflects the government's 
commitment to maintaining 
and expanding the settle- 
ments even though it comes 
at a critical juncture in 
peace negotiations with the 
Palestinians. 

The future of the settle- 
ments is supposed to be left 
until final status negotia- 
tions. Due to start this week, 
these negotiations will also 
focus on Jerusalem, water 
and Israel’s borders. 

The expenditure increase 
contrasts sharply with plans 
by the finance ministry to 
introduce deep cuts in social 
welfare programmes and 
education in order to reduce 
the budget deficit from 2.4 
per cent of gross domestic 
product this year to 2 per 
cent in 1999. 

Yet none of the additional 
funding for settlements will 
go towards building new by- 
pass roads when the Israeli 
army withdraws from 13 per 
cent of West Bank land 
under tbc interim peace 
accord reached with the Pal- 
estinians in Washington last 
month. 

Israel officials estimate an 


additional $500m is needed, 
much of which is expected to 
be provided by the US. They 
said such financing would 
also be used to compensate 
Palestinian owners wbose 
land will be expropriated for 
the new by-pass roads and 
other security measures for 
the settlers. 

Instead , any extra funding 
in next year's budget will 
include special tax incen- 
tives and mortgage benefits, 
as well as providing swim- 
ming pools, cultural centres, 
religious schools and 
improved security arrange- 
ments. Those who purchase 
housing in the settlements 
will continue to receive 
grants from Shk25.000 to 
Shk\05,000, while residents 
will remain entitled to a 7 
per cent income tax reduc- 
tion as well as free nursery 
education. 

The biggest expenditure 
will be allocated to Har 
Homa. the new settlement in 
south-east Arab east Jerusa- 
lem where 6.000 new Jewish 
homes will be built. Some 
Shk209.4m will be required 
to pay owners whose land 
was expropriated for the con- 
troversial project 

In addition, Shk40m will 
be used for developing water 
resources for settlers in Gaza 
and the West Bank, even 
though water is a final sta- 
tus issue. The West Bank 
settlements of Homesh and 
Ntsanit will receive 
Shk825.000 and Shk300.000 
respectively for building 
swi mm in g pools. 


Hamas military 
wing in ‘threat’ 
to Arafat police 


By Avi Machlis in Jerusalem 

The military' wing of Hamas, 
the Palestinian opposition 
Islamist movement, yester- 
day threatened to attack Pal- 
estinian Authority police- 
men ir the PA continues a 
crackdown on its members. 

In a fax to western news 
agencies. Izz el-Din al-Qas- 
sara. Hamas' military* arm, 
said the PA's “repressive 
techniques" might push it 
"to direct their war and 
guns, out of necessity, 
against the Authority's secu- 
rity apparatus." 

It was the first time the 
movement directly threat- 
ened the PA. led by Yassir 
Arafat. But the PA did not 
initially comment on the 
threat: “IVe first need to be 
sure that it’s from Hamas/' 
said a PA official. 

Tensions between Hamas 
and the PA have been run- 
ning high for months, and 
have mounted following the 
signing of a new interim 
land-for-security accord last 
month, when the Palestin- 
ians agreed to tighten secu- 
rity. 

Hamas has always 
opposed PA peacemaking 
with Israel, and Qas&am 
units have killed scores of 
Israeli civilians In suicide 


bombings aimed at stopping 
the peace process. But the 
warning contradicts the offi- 
cial policy of H amas ' politi- 
cal leadership, which has 
always insisted its enemy is 
Israel and that it wants a 
dialogue with the PA to 
avert a civil war. 

PA officials were also sur- 
prised since Sheikh Ahmad 
Yassin, Hamas spiritual 
leader, reportedly offered to 
launch a new dialogue at the 
weekend. Sheikh Yassin, 
who opposes the new 
accords, has been under 
house arrest since last 
Thursday, when a Hamas 
bomber tried to ram his car 
into a school bus filled with 
children of Israeli settlers in 
the Gaza Strip. Dozens more 
Hamas members have been 
arrested since the agree- 
ments were signed. 

Political analysts said the 
statement - If authentic - 
might ironically help spark 
PA- Hamas reconciliation. “It 
Is very likely that Hamas 
will begin to negotiate terms 
with Arafat under which 
they will exc hang e thPir mil- 
itary infrastructure for an 
active political role," said 
Khalil Shikaki. director of 
the Centre for Palestine 
Research and Studies, an 
independent think- tank. 


and of the international 
financial institutions." Mr 
Brown wants a code of 
transparency and disclosure 
to be applied to the private 
sector. 

The G7 statement calls for 
the “examination of the 
implications of operations of 
highly Leveraged and off- 
shore institutions, with a 
view to encouraging offshore 
centres to comply with Inter- 
nationally agreed stan- 
dards.” 

It also calls for measures 
to strengthen the “pruden- 
tial regulation of financial 
Institutions in industrial 
countries to promote safe 
and sustainable capital 
flows, encouraging sound 
analysis and better risk 
assessment." 

Alongside the announce- 
ment of precautionary credit 
lines, provided by the Inter- 
national Monetary Fund to 
countries with approved IMF 
policies that are threatened 
by financial contagion, the 
G7 statement outlines a 
number of measures to 
strengthen the global finan- 
cial system and guard 
against future crises. 
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SOUTH AFRICA PRESIDENT CLA. 



Mbefcn his office described the report as 'actrrflous a tteen pto to 
criminalise the ■Mraflon straggle' Aahiey Ashwood 


bid to 


By Victor Mafet 
In Johannesburg 

President Nelson Mandflla of 
South Africa, admitting that 
the ruling African National 
Congress violated human 
rights during -its struggle 
against apartheid, has 
sharply criticised his party’s 
angry response to last 
week's report by the Truth 
and Reconciliation Commis- 
sion. 

Speaking in Kimberley at 
the weekend, Mr -Mandela 
acknowledged that he had a 
“difference of opinion” with 
his deputy Thabo Mbeki. 
who backed an llth-hour 
attempt by the ANC to stop 
publication of the report 
because of its findings about 
the ANC. 

The commission’s final 
report* handed to Mr Mand- 
ela on Thursday after two 
years of hearings Into 
homan/ rights abuses 
.between 1960 and 19M, caBs 
- apartheid “a crime against 
humanity" and puts most of 
the blame for the sufferings 
of South Africans on. the pre-. 
vious regime. • 

But it also finds -the- ANC 
guilty of gross human rights 


violations, including the kfll- 
tog of innocent civilians in 
bomb attacks -and*, the tor- 
ture and execution of sus- 
pected m ut i n eers; and spies 
hr guerrilla camps outside 
South Africa.. . 

Mr MbekFs office- said no 
member of the ANO ; could 

■ ever concur With such “scur- 
rilous attempts to criminal- 

. fee flie liberation struggle", 
and also denied . there was 
any disagreement between 
Mr Mandela and Mr Mbeki. 

'Mr Mandela, .however, 
took a different view. He 
defended the' commission's 
finding ;? and' suggested that 
Mr- Mbeki and -ANC head- 
quarters had over-reacted 
because they had only been 
given access to extracts 
abend: the ANC and not the 
whole report. Mr Mbeki is 
.head of the ANC - and is 

: expected to succeed the- 80- 
year-old Mr Mandela as the 
country's president fallow- 
ing a general election next 
year. . 

“Tile ANC was fighting a 

■ just war, but in the course of 
fighting the just war. H com- 

-- mitted gross violations of 
human rights,” Mr Mandela 
was quoted as saying by the 


Johannesburg Sunday 
Times, "Nobody can -deny 
that, because some people 
died in bur- camps and that's 
what the TRC said.". 

Referring to Mr Mbeki and 
the ANC's. unsuccessful . 
-attempt to stop publication, 
he added: “1 am convinced 
my approach was correct 
and on the basis that he may 
have-not seen the report he 
responded on the informa- 
tion he bad. No doubt if the 
report had been read, per- 
haps the response of the 
ANC would have been 
totally different" 

'■ Some ANC officials are 
reported to be unhappy with 
the party's court challenge, 
which ■ has tarnished its 
international reputation and 
prompted Archbishop Des- 
mond Tutu, the commis- 
sion's chairman, to warn of 
the dangers of tyranny and 
oppression by dominant 
political parties such as. the 
ANC. 

Meanwhile, P.W. Botha, 
the former president who is 
held accountable by the com- 
mission for the killing of 
anti-apartheid activists, has 
complained that it ignored 
his written submissions. 
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A year ago First Pacific Davies acquired a 20 equity 
interest in Saviiis pic. one of Europe's most respected property 
agencies, as a first step in jointly developing a powerful new 
force- in glcfcai property services. 

Today. First Pacific Davies :s taking the alliance further and 
adopting the FPDSavills brand across cur operations in seven 
Asian countries. The FPDSavills name has already become 
synonymous throughout the UK with commuted, dient- 
fccused services. The FPOSavi'Is brand has also been adopted 
by our operations in I I countries in continents! Europe. 

FPDSiVilis will continue to provide its valued ethic of service 
to local, regional and global clients, uniting local focus and 
commitment with international reach and knowledge. 

FPDSavills — Working Together .. . With You 



FPDSavills Asia Pacifc Headquarters: 23rc Floor, iwo exchange Square. Hong Kcng T.i i8£2i 23*2 4-lGC Fax: (852;. 2526 0302 www.fpssayHis.ccm 
Asia Pacific: David Wong (852) 2342 4260. United Kingdom: Victoria Mitchell {4-4) ! 71 - 409 8340. Europe: Chris Suil-Diamond (49) 69-273 0000. 
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- -COMMEND IMPORT BAN AFTER FINDING MONITORING DEFICIENCIES | Ti LABO RATO RIES 

.uses better health checks on meat 


mtth in Brussels 

V *JS government has 
agreed to improve checks on 
meat sold to the European 
Union after EU veterinary 
experts recommended a ban 
on imports over perceived 
monitoring deficiencies. 

US officials said they had 
made a firm commitment to 
implement a programme to 
meet the experts' concerns 
over analytical testing. 


The EU dispatched four 
veterinary experts to the US 
in July after an EU inspec- 
tion last year found fault 
with American testing Tor 
residues of hormones, antibi- 
otics and other substances tn 
live animals and animal 
products. 

The follow-up team con- 
cluded that the US had not 

done enough to remedy 

"serious deficiencies" and 
recommended an immediate 


suspension of imports from 
the US of beef, veal, lamb 

and horse meat. 

US meat exports to the EU 
are worth about $10Om a 
year and the EU exports 
about S230m of meat to the 
US. An EU ban on US meat 
could provoke a similar 
response from Washington. 

The European Commis- 
sion, the EU's executive, said 
yesterday that talks were 
continuing with the US and 


it would not make a decision 
on what action to take until 
they were completed. 

The dispute highlights a 
growing divide between the 
EU and other countries over 
food safety. The Commission 
recently told Australia it 
would ban Its meat unless 
improvements were made in 

slaughterhouse supervision. 

Brussels is also engaged in 
a long running dispute with 
the US over an EU ban on 


hormone-treated beet. 

The EU veterinary team 
visited two analytical labora- 
tories and found there had 
been no “major relevant 
Improvements” to . correct ' 
the problems detected in last 
year's visit. “The residue 
control, programme cannot 
be considered as equivalent 
to EU requirements,’.' their 

report says. 

The report notes “clear 
evidence” In horsemeat of 


substances forbidden in the 
EU. “It cannot be excluded 
that meat from these con- 
taminated horses may have 
been exported to the EU.” 

The -report also recom- 
mends that the US authori- 
ties should audit export pro- 
cessing plants for milk and 
diary products more fre- 
quently. A residue testing 
programme should also be 
implemented for veterinary 
drugs in fish products. 


Hyundai to invest billions in North Korea 


By John Burton in Seoul 

Hyundai. South Korea's 
largest conglomerate, has 
thrown an economic lireline 
to cash-starved North Korea 
by promising industrial pro- 
jects in what would be the 
largest outside investment in 
the isolated nation. 

The deal was sealed in a 
weekend meeting in Pyong- 
yang between Kim Jong-il. 
the reclusive North Korean 
leader, and Chung Ju-yung, 
Hyundai's founder. 

The Hyundai investments 
are the first significant 
result of the “sunshine pol- 
icy" of economic co-opera- 
tion with the North pro- 


moted by Kim Dae-jung, the 
South's president. 

The personal approval of 
the Hyundai deal by the 
North Korean leader also 
indicates a growing accep- 
tance in Pyongyang of the 
need to attract foreign 
investment to save the crip- 
pled economy and its mal- 
nourished population. 

The Hyundai Investments, 
which could total several bil- 
lions of dollars, include 
development of a resort com- 
plex and exploiting possible 
offshore oil Gelds. 

Hyundai will pay S906m to 
North Korea for exclusive 
rights over the next six 
years to develop tourism 


projects in the scenic Dia- 
mond Mountains area, which 
ties near the border with the 
South and is famed in Kor- 
ean folklore. 

In addition, the North will 
receive a “tax” of $300 for 
every tourist, which would 
produce an income of $450m 
a year if Hyundai succeeds 
in its goal of attracting 1.5m 
visitors a year by 2005. 

Hyundai has already 
leased two cruise ships to 
ferry passengers, with the 
maiden voyage scheduled for 
November 18. It will later 
build hotels, golf courses, 
and skiing and hot springs 
facilities at the site. 

Mr Chung said Hyundai 


was interested in developing 
oil reserves that North 
Korea claims it has detected 
off Us west coast. The North 
Korean leader promised that 
Hyundai could build pipe- 
lines that would deliver the 
oil to the South. 

The North also agreed to 
establish a special economic 
zone on the west coast, 
where Hyundai will assem- 
ble cars, repair ships and 
produce consumer products, 
while Hyundai may build a 
thermal power plant and 
sports stadium in Pyong- 
yang. 

Mr Chung, who was bom 
in what is now North Korea 
in 1915. negotiated the deal 


after delivering 1,000 head of 
cattle and a fleet of Hyundai 
cars and trucks as a goodwill 
gesture. 

Until now, the North has 
retied on exports of minerals 
and armaments, including 
missiles, to gain scarce for- 
eign exchange, while also 
depending on dwindling con- 
tributions from pro-Pyong- 
yang Koreans living in 
Japan. < 

Analysts said the Hyundai 
deal could help ease tensions 
between the two Koreas and. 
promote the peace process 
on the Korean- peninsula. 

North Korea last week 
agreed to hold another 
round of peace talks in Janu- 



Cbung Ju-yung: goodwffl 
gesture of cattle and trucks 

ary with. South Korea, the 
US and China in Geneva to 
try to replace the armistice 
that ended the 195053 Kor- 
ean war. 





. : . . . . . .< • . • , 

' - 

m--: 





The eagle's eye highlights a particular area of interest within its expansive 
field of view by an extraordinary ability to magnify that area by some two 
and a half times. 

Vision that delivers. 

To focus on the kind of potential in a business that we put a high value on 
and are prepared to pay for also takes a particular vision. Vision that we 
^ck with the £850 million Candover 1997 Fund. Vision that delivers. 
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FRENCH UNEMPLOYMENT^ 

Jobless rate fails to 
11.7% in September 

French unemployment resumed its downward path in 
September, with the number of jobless falling by 42,900, 
or 1.4 per cent, to 2.95m.. The unemployment rate, based 
on International Labour Organisation criteria excluding job- 
seekers who did any work, fei! to 11.7 per cent. 

The figures, which follow a 1.1 per cent rise in August, 
were welcomed by Martina Aubry, employment and soli- 
darity minister, who described them as “good”. Analysts 
said the data suggested that the underlying state of the 
French labour market remained healthy. They attributed 
the rise in July and August to acombination of the wind- 
frig down of the World Cup. resulting in the end of many 
temporary job contracts, and the arrival on the job market 
of a large number of school leavers. David Owen, Paris 


HONG KONG FINANCES 


On course for rare deficit 

Hong Kong incurred a budget deficit of HK$42.6bn 
($5.5bn) in the six months to September as revenues of 
HK$72.6bn ran short of the HK9ti.15.2bn expenditure. 
However, the Land Fund - which holds funds raised 
through government land sales - increased by HK$2.97bn 
and fiscal reserves stood at Hl&417.9bn at the end of 
September. The Interim figures, released at the weekend, 
come as the territory Is on course for a rare full-year defi- 
cit. partly as a result of a nine-month suspension of land 
sales. Initially the government predicted this deficit would 
be HK$21bn, but more recently It has been suggesting the 
figure may be higher. 

Corporate bankruptcies, job losses, depressed turnover 
on the stock market and sharply lower corporate earnings 
have all helped erode .revenues. At the same time, the 
government is committed to heavy infrastructure spending. 
But the interim statement warned against using the half- 
yeariy figures as a benchmark, saying a substantial deficit 
at this stage was not unusual - even in good years - as 
the bulk erf tax receipts were not normally received until 
the second half of the year. Louse Lucas, Hong Kong 


GREEK POLITICS _ ' 

Simitis defends policies 

' Greece’s Socialist prime 

r minister, Costas Simitis 

• • (left), yesterday defended 

i'z toe government’s restrictive 
7 J MS'?.-' .- economic policies at the 

' start of a confidence debate 

• in parliament The vote of 
confidence, due tomorrow, 
follows a partial cabinet 
reshuffl 0 prompted by the 
.WT,'- » Socialists' poor showing at 

local government elections 

: t r last month. Voters were pro- 

'TEi' testing over the govern - 

mentis failure to crack down 

UP fci-. ■ on inefficiency and comjp- 

tion in public administration, 
Socialist officials said. Last 

BfB 1 week Mr Simitis sacked 

George Romaiosm, public order minister, and Stefanos 
Tsoumakas, agriculture minister, and demoted Costas Gel- 
tonas, health minister. They were replaced by three 
low-profile Socialists who have held junior government 
posts. 

Philippos Petsalnikos, minister for Greece's northern 
regions, took over as public order minister with a brief to 
dean up the police force, which has recently been 
accused of running protection rackets for drug dealers and 
prostitutes from eastern Europe. Several senior police offi- 
cers were sacked last month after a botched rescue 
attempt caused a young woman's death in a hostage inci- 
dent. Lam twos Papademas, deputy interior minister, was 
promoted to health minister, and George Anomeritis. a 
backbencher who held deputy ministers’ posts in earlier 
Socialist governments, became agriculture minister. But Mr 
Simitis avoided a shake-up at ministries which handle eco- 
nomic poBcy, signalling that Greece's bid to achieve mem- 
bership of the European single currency by 2001 was still 
on track. Kerm Hope, Athens 
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GREENHOUSE EMI SSIONS 

Targets ‘will be missed 1 

Developed countries are set to overshoot their legally 
binding targets for the emission of climate-changing 
greenhouse gases by 15 per cent, according to a study by 
Wefa, a consultancy. 

This calculation, which Wefa says is based on “realistic” 
assumptions about the measures governments will take to 
reduce emissions, implies that carbon dioxide emissions 
could increase by 10 per cent by 2010. Wefa says that the 
agreement by developed countries to cut emissions by 5.2 
per cent by 2010 that was struck at the Kyoto climate 
change conference last December was “reached with a 
lack of information and understanding of what could be 
achieved in the time available." It says the Kyoto targets 
can only be met if there is a substantial increase in the use 
of nuclear power instead of carbon-intensive fuels, in addi- 
tion, it predicts that car use would have to be cut by as 
much as half. It says It “believes that governments wiB shy 
away from these and many similar measures in their efforts 
to meet their targets’. 

Two weeks of inter-governmental discussions about how 
to reach the targets agreed at Kyoto are due to begin In 
Buenos Aires today. Ministers and officials from 180 coun- 
tries are scheduled to cflscuss flexible mechanisms to help 
them reach their targets cost-effectively. Vanessa 
Houkier, London. 

The Kyoto Protocol - a reality check. Executive briefing 
£950; full report £4,950. Wefa Energy. Mappin House, 4 
Winsksy Street, London, WIN TAR. Tel +44 171 631 0757. 
Environment Viewpoint, Page 11 


MACEDONIA ELECTION 

Opposition tipped to win . 

The opposition Internal Macedonian Revolutionary Organi- 
sation (VMRO), In alliance with Democratic Alternative, a 
new pro-market party, was expected to win yesterday's 
run-off vote in Macedonia's two-round general election. At 
stake were 62 seats In the 120-member parliament. ' 

VMRO-DA candidates won 21 seats and were frontnai- 
ners in 41 constituencies in the first-round vote on Octo- 
ber 18. The ex-communist Social Democrats, led by 
Braiko Crvenkovski. the prime minister, captured 14 seats 
and held the lead in another 14 constituencies. The Socta! 
Democrats have governed Macedonia since 1992. 

Candidates from two political parties representing Mac- 
edonia's large Albanian minority have won 20 seats and 
were expected to add another four or five. VMRO-DA Is 
dose to completing a co-operation agreement with the 
Democratic Party of Afoanians (DPA), which woukTenable 
it to form a government if it falls to win an outright major- 
ity. VMRO. led by Ljubco Georgfevskl who served briefly 
as Macedonia's vice-president in the early 1990s, has 
renounced Its nationalist platform since teaming up with - 
Democratic Alternative early this year. Kerin Hope, Athens 

















FINANCIAL TIMES 


MONDAY NOVEMBER 2 1998 ★ 


Lone protester defies 

Malaysia crackdown 


ASIA-PACIFIC 


Companies try to buy Suharto stakes 


In Kuala Lumpur 

flT enin ! feU in^Kuidl 

Lumpur, only one man dared 
Invoke the ‘‘reformasT rafly- 

“B^forrefonnoflSS. 

S-?sajBa: 

*£8? STSTSSB 

«P and down outside the 
mosque where protests by 
8 r ? form “o^ment 
turned violent the week 

One of the hundreds who 

^°9 d t . Wa j5 hill S the protester 
said the thousands who usu- 
ally Joined In the demonstra- 
were probably holding 
back until Anwar Ibrahim, 
the man who started the 
reform movement, was 
brought to trial today. He 
laces 10 charges of sodomy 
and corruption. 

The previous week, anti- 
povernment protesters had 
ripped bricks out of the side- 
walk and pelted them at 
Police in retaliation for two 
months of breaking up their 
peaceful demonstrations 
with chemical-laced water 
and sometimes tear gas. 
Hundreds were arrested. 

Dr Mahathir’s supporters 



Anww Ibrahim: Me «m . 
has awafcaned protests 

responded by putting gjg w« 
in surrounding trees, saying 
“Do not disturb the peace," 
and “We're thankful Malay- 
sia is a fortunate land." 

The lone protester said 
Malaysians were afraid of 
being arrested like the hun- 
dreds who have been chased' 
down and, in some cases, 
beaten for rfwn nmi r uHii g for 
reform. Then as evening 
prayers ended, be was joined 
by more than ZOO others, 
who pulled out pictures of 
Mr Anwar and Malaysian 
flags to risk arrest by 
shouting for the resignation 
of Dr Mahathir. Drivers 
honked and gave the 
thumbs-up as they passed. 


New Zealand’s 
‘grey power’ 
starts to flex 
its muscles 


By Peter Montagno n 
hi Auckland 


An elderly matron called 
Violet waddled across the 
stage clutching a large but 
unflattering portrait of New 
Zealand's prime minis ter, 
Jenny Shipley. 

Suddenly, to roars of 
delight from the crowd of fel- 
low pensioners, she put the 
poster down, hoisted her 
skirt and broke wind in Mrs 
Shipley’s face. 

This was grey power in 
action at Auckland town 
hall over the weekend. 

New Zealand's 450400 pen- 
sioners make up nearly a 
quarter of the electorate. 
X Jtk/ Raucous, determined and 
tl J|f well organised, they have 
A” also come to represent the 
kind of militancy which else- 
where is usually associated 
with the young. 

But their sheer weight of 
numbers means they 
demand attention from poli- 
ticians, especially when they 
are angry. 

And there was no mistak- 
ing the anger of Auckland’s 
crowd of more than 1 , 000 . 

Grey power is roused 
because the government has 
recently decided to cut pen- 
sions to 60 per cent of the 
average wage from 65 per 
cent and link future rises to 
prices rather than average 
earnings growth. 

TTie elderly want an imme- 
diate election in which they 
intend to wreak their 
‘S. revenge on Mrs Shipleys 
' National party as well as cm 
Winston Peters, her former 
coalition partner, by whom 
they feel particularly 

, v b °Mns Shipley herself docked 

- - A out of the opportunity to 
* - enter the lion's den. sending 

instead her youthful pen- 
sions minister, David Carter, 
a wealthy property devel- 
oper from Christchurch. 

Mr Carter tried explaining 
that the cuts were necessary 
to sustain affordable pen- 
sions for his baby-boom gen- 
eration. Ua 

By the time he reared, ne 

said, the proportion of pen- 
SSJri » E population 
would double. . 

But the audience refused 
to linen. Mr Carter was 
drowned out by boos and cat 
Sk About half tte a** 
^luodupimUpouUaay 
turnpd their backs on 
T^Trrti browed approval 


I -MtM l.-M "!■ 


The elderly want 
an immediate 
election in which 
they intend to 
wreak revenge on 
Mrs Shipley's 
National party 

the pension cut and glossed 
over the fact that Labour, 
when, previously in officer 
bad introduced a much 
steeper cut in pensions 
from SO per emit of average 
wages to the present 65 per 
cent 

After years digesting sin- 
gle-minded market' reform. 
New Zealand’s elderly are 
showing a dear nostalgia for 
the egali tarian welfare state, 
which they believe they 
helped to build. 

Not only do they want 
higher pensions; they want 
shorter hospital waiting 
lists, cheaper housing and 
better education for their 
grandchildren. 

And their determination is 
boundless. Outside, rent 
strikers Lea Parker, 63 with 
a heart condition, and Fbyl 
Rodgers, 81, were collecting 
signatures for their petition 
to link rente to income and 
curb the NZ$122m (US$6 4m) 
profits of the state-owned 
Housing New Zealand. 

Ms Rodgers was wholly 
undaunted by the emphy- 
sema that left her almost too 
breathless to speak. 

"We’ll cany on as long as , 
it takes,” she whispered. 


Boms hung out of public 
buses joining in the chorus 
of calls for reform. The 
armed police stayed away.. 

Mr Anwar has pleaded 
innocent to the charges , 
against him. Be insists Dr 
Mahathir fired him in Sep^ 
tember as deputy |n 4 i n * min- 
ister and finance minister 
because his gentle calls , for, 
reform had found a willing 
ear amn^g Maiayefons, mak- 
ing him jl threat to Dr 
Mahathir’s standing as 
Asia's longest serving ruler. 

Dr Mahathir, insists evi- 
dence will bear him out 
Attorney General Mohtar 
Abdullah said at the week- 
end Mr Anwar would face 

Although many, remain 
confused about Mr Anwar’s 
guilt or innocence, tbs way 
he has been treated has forti- 
fied the m o v emen t against 
Dr M<ihatWr 1 

Mr Anwar was . first 
detained under the draco- 
nian tlflrmtl fi ^^ |f - Uy Art- 
which permits detention 
without trial. When he 
emerged it was with a black 
eye. He has been denied bail. 

. The case has awakened 
protests against what ma ny 
consider to . be a r ep r es s ive 
administration. 


as 87-year-old Helen Mary 
Marshal advanced on Mr 
Carter brandishing a pink 
umbrella. - 

Dazed and confused by the 
success of her audacious 
ntbA, the frail old lady was 
eventually led gently off the 
stage by Jim Anderton, 
leader of the leftwing Alli- 
ance opposition party. - 

There was no doubt that 
the audience’s sympathies 
lay with Mrl Anderton and 
with Helen. Clark, Labour 
party leader, who has agood 
chance cf teeominr prime 1 
minister in an election ~that : 
must be held isome tteae^m ■ 
the next year. 

Both promised ; tb revere?; 




By Sander Ibosms to Jakarta 

niwai of the US and other 
leading investors in Indon- 
esia are buying out partners 
tied to the farmer president. 
' Suharto - ties that for a frmg 
time were a requirement for 
dofoff business in thecoua- 
tiy but are sow a liability. 

The Jakarta Post, the 
English-language daily, 
.reported that Unocal had 
asked Nusamba. a business 
group owned by some of Mr 
Suharto'S' foundations, to 
sell its zo per cent stakes In 
two oil offshore Bast 

. gaflmanhm. Unocal’s repre- 


sentative in Jakarta, Arthur 
Braed, said the article 
appeared correct but said he 
could not offer any Informa- 
tion.' 

El Paso Bnergy Interna- 
tional of the US said last 
week it and its nudn partner 
in a local power plant. 
Energy Equity of Australia, 
wanted to buy a 5 per cent 
stake held by a company of 
Sit! Haridyantl Ruhmana, 
Mr Suharto's eldest daugh- 
ter. ' 

Mr Suharto, his children 
and closest cronies have 
been quietly liquidating 
.their shares in many ven- 


tures, mostly obtained in 
return for government 
licences and contracts rather 
than cash. Mr Suharto and 
two of his sons have met 
prosecutors who are investi- 
gating corruption allegations 
against them but so far the 
cases have made little prog- 
ress. 

The government has 
moved to cancel a series of 
contracts with companies 
tied to the Suharto fawjiy in 
efforts to cut out fees of 30 to 
40 per cent that have helped 
bring the country’s airline, 
power utility and aQ and gas 
monopoly close to collapse. 


Faced with shrinking 
opportunities, the family is 
trying to sell its stakes for as 
much as possible, with 
mixed success. Business 
sources say Mr Suharto’s 
second son. Bambang Tribal- 
modJo, appealed in vain to 
Indosat, a majority state- 
owned telecommunication 
company, to buy his share in 
a troubled cellular phone 
venture with Deutsche Tele- 
kom. Mr Bambang also 
found his stake in a gas 
block of Atlantic Richfield 
Company had been diluted 

to all but nothing as Arco 

invested while he failed 


to put up a penny. 

Many of the family busi- 
nesses have shrank just as 
dramatically, wiped out by a 
combination of failing share 
prices, a drop in the rupiah, 
deteriorating business and 
asset stripping by employ- 
ees. In July 1997, Mrs Ruk- 
raana’s shares in her listed 
toll road company, Cltra 
Marge Nuaaphala Persada, 
were worth about $286m; 
now they are worth about 
$lm. From making RpsiAbn 
($6.4m) profit in the first sis 
months of 1997, Citra Marga 
lost RplQ5.8bn In the first 
half Of 1998, 


Challenge to direct rule in Karachi 


By Farfian Bofttari 

Si Karachi . 

The largest political party In 
Pakistan's southern part city 
of Karachi has sought help 
from opposition parties to 
defy Friday's imposition of 
direct federal rule in the 
Sindh province, of which. 

TCuranhl is the ca pital. 

Prime minister Nawaz 
Sharif s government ordered 
direct federal rule, which 
Includes suspension of the 
provincial legislature, after 
tjin Mnttahida Qaumi Move- 


ment (MQM) walked out of 
its alliance with the ruling 
Pakistan Moslem League 
(PUL), last week. 

The break followed allega- 
tions from Mr Sharif that 
MQM activists were alleg- 
edly responsible for the 
recent killing of a widely 
respected former provincial 
governor. 

The MQM*s appeal to oppo- 
sition parties Includes one to 
the main opposition Pakis- 
tan People's party (PPP), 
once its main political 
foe. 


Benazir Bhutto, the PPP 
leader, during her tenure as 
the prime minister was held 
responsible by the MQM for 
ordering a security damp- 
down in Karachi that alleg- 
edly led to the deaths of 
activists. 

The call for a consensus 
among opposition parties is 
likely to increase the pres- 
sure on Mr Sharif's belea- 
guered government, analysts 

wild 

Altai Hussain, the MQM's 
leader, who lives in exile in 
London, said in a weekend 


telephone interview: "Now, 
all the democratic forces 
should unite on a one point 
agenda of restoration of the 
provincial assembly and 
granting provincial auton- 
omy." 

Mr Hussain however made 
it dear that the decision to 
approach the PPP did not 
mean that "our differences 
were over”. 

He said: "We have our 
differences with the PPP 
which will remain so, but 
there are some points in 
the Interest of our people 


on which we can unite.” 

Mr Hussain's remarks 
coincided with reports of 
widespread arrests In Kara- 
chi, where said at 

least 100 activists of the 
MQM had been detained by 
the police and paramilitary 
troops. 

The MQM has denied any 
involvement in recent 
killings, in response to accu- 
sations that a suspect who 
confessed to the recent kill- 
ing of a former provincial 
governor was an MQM activ- 
ist 






: V i 






jTi^ e-Jess' 


Wi';- *v»'V. : 5*7 



NOKIA 

Connecting People 




22SH5SS5S.'--' , “ 






FINANCIAL TIMES MONDAY 1998- 


THE AMERICAS 




Mitch takes big toll 
in Central America 


By James wason 
in Guatemala City 


Wide areas of Central 
America have been plunged 
into chaos by Intense storms 
that have left almost 500 
dead and caused extensive 
damage. 

Honduras and Nicaragua 
have been worst hit by the 
rain brought in the wake of 
Hurricane Mitch, one of the 
largest ever recorded in the 
Caribbean. Flooding has left 
hundreds of thousands 
homeless and presidents 
Carlos Flores and Amoldo 
Alamtin have called for inter- 
national assistance. 

After leaving large areas 
of the north of Honduras cut 
off, the storms hit the capi- 
tal, Tegucigalpa, where rain 
pouring off surrounding 
mountains has swollen riv- 


ers, washing away houses 
and bridges. Poor neighbour- 
hoods have been carried 
down gliding hillsides. Power 
supplies have been cut, food 
shortages are feared and 
looting was reported in 
Tegucigalpa's shops. The 
British embassy was yester- 
day advising its citizens to 
stay in a safe place with 
enough food and water until 
the situation became calmer. 

The death toll in Honduras 
yesterday stood at 230, with 
200 people missing and 
200,000 homeless. Some 
flights Into the country have 
been suspended. Authorities 
fear outbreaks of disease 
from contaminated water 
supplies. 

In Nicaragua, where 
around 120 people are dead 
and 150 missing, uncon- 
firmed reports said several 


communities had been bur- 
ied In mudslides from a vol- 
cano. Another 200,000 have 
been driven from their 
homes and large areas of the 
country are inaccessible. 
President Aleman said Nica- 
ragua lacked the essential 
food and medicines to cope. 

Mitch, which first began to 
affect the region a week ago, 
lost force when it veered 
over Honduras and was 
downgraded to a tropical 
depression, but tts rains 
have continued unabated. 
The storms have also 
severely affected El Salva- 
dor, where around 30 deaths 
have been reported, and 
Guatemala, where roads to 
the east of the country were 
cut and 96,000 homes dam- 
aged. 

The economies of the 
region are likely to suffer 



Hondurans on the roof of a 


enormous harm. Honduras 
and Nicaragua are Latin 
America’s poorest nations 
and rely heavily on agricul- 
tural exports such as coffee, 
meat and bananas, all hit 
severely. Popular tourist 
spots on Honduras' Bay 
islands have been flattened. 
The northern city of San 


house after ferocious rains from Hurricane Mtab 


Pedro Sola, the main Indus- 
trial centre, has been cut off 
and its airport wrecked by 
flooding 

Aid has begun arriving in 
Honduras and Nicaragua 
and officials from the' World 
Bank and Inter-American 
Development Bank were 
reported to be travelling to 


the region to discuss help far 
reconstruction. 

Yesterday the centre of the 
storm was moving 
north-west over Guatemala, 
putting the Mexican state of 
Chiapas,, which suffered 
widespread deaths in flood- 
ing in September, on further 
alert. ... 


California’s voters bask in warm glow of the familiar 

Republicans have toned down their ambitions as speculative 
heat of the Starr report has cooled, writes Christopher Parkes 



Republican hopes of 
majority representa- 
tion in California's 
52-strong congressio- 
nal corps have faded even 
more than the party's ambi- 
tions for sweeping gains 
nationwide in tomorrow's 
mid-term elections. 

Early expectations that 10 
of the state's House of Repre- 
sentatives seats - eight 
Democrat-controlled - might 
be about to change hands, 
have been displaced by the 
Iowa thrilling likelihoo d of a 
net gain far the Republicans 
of two, maybe less. 

With a current congressio- 
nal delegation of 29 Demo- 
crats and 23 Republicans. 
voters appear poised to vote 
either for the states quo or 
faces they know. 

In less than two months 
the speculative heat gener- 
ated by the release of the 
Starr report has dissipated. 
In its place is the steady, 
warm glow of the familiar. 
President Bill Clinton's pop- 
ularity seems undiminisbed, 
even enhanced. The state's 


economic comfort factor is 
high and social tension is 
low. Even the weather is 
behaving itself. 

For California's congres- 
sional delegation, 1983 looks 
likely to be the year of the 
sitting representative, with 
most Republican ambitions 
now focused on just five 
"open" seats. 

Still, disappointment for 
the Republican side is 
unlikely to promote jubila- 
tion among Democrats, for 
whom the expected result is 
a bout of agonised reflec- 
tions on what might have 
been had they not been dis- 
oriented by Washington's 
scandals and obliged to 
deploy most of their forces 
to defend on a broad front 
rather than attack the oppo- 
sition's weakest points. 

In the end, incumbents 
occupying California’s 42 
“safe'’ seats had a relatively 
quiet time in a campaign 
season dominated by the 
alleged vulnerability of Dem- 
ocrat Senator Barbara 
Boxer, and the fumblings of 


Republican Dan Lungren in 
the gubernatorial race with 
Gray Davis. 

But there is still time and 
room far upsets, especially if 
voters choose to stay at 
home. A low turnout, 
recently predicted at a pre- 
carious 44 per cent, could be 
damaging for Democrats, 
who were blessed with an 
unusually strong showing in 
the June primaries. 

The economic and social 
climates may play their part 
In depressing voting num- 
bers, but the lack this time 
of big-issue, contentious bal- 
lot initiatives such as recent 
propositions to ban affirma- 
tive action, end bilingual 
schooling and cut union 
funding of political cam- 
paigns are also likely to cut 
into Democrat voting num- 
bers. 

On the other side, residual 
strong feelings over events 
in Washington may spur 
increased Republican partici- 
pation. Also encouraging far 
Republicans Is that whatever 
their failings on their own 


account. Mr Lungren and 
Matt Kong, Ms Boxer’s oppo- 
nent, have worked hard in 
the past months to regain 
the support of Latino and 
other immigrant groups for 
their party. 

Even Robert Dorn an, the 
Orange County Republican 
narrowly squeezed out of his 
long-held congressional seat 
last time by Loretta Sanchez, 
has made a show of courting 
the Latino vote. However, 
his ^lfliTri to be the “real" 
Latino in this race - based 
on bis anti-abortion stance 
and Catholic origins - has 
cut little ice in a strongly 
Hispanic district where he is 
best remembered for his 
eiaim that he was robbed of 
his seat in 1996 by Illegal 
immigrant voters. 

F urther north, on the 
southern fringes of 
Santa Monica Bay, 
Republicans make the more 
creditable claim that the 
36th District was only on 
loan to Jane Harman who 
had been hard-pressed to 
bold it during her six years 
in office. The well-heeled 
moderate Democrat gave it 
up for her failed ran in the 


governorship primary. Jan- 
ice Hahn, from a local politi- 
cal family, stood as the only 
Democrat contender in the 
primary, while local Republi- 
cans rushed to reclaim 
“their” territory. 

A rough-house primary 
run-off between three eager 
candidates left Steve Kuy- 
kendall, a local state assem- 
blyman carrying the flag in 
a tight general election race 
between two dedicated mod- 
erates. 

Mr Kuykendall is no 
shoo-in, scarred as he is by 
his acceptance in 1994 of a 
handsome contribution from 
a tobacco company, but his 
experience and middle-of- 
the-road record in Sacra- 
mento bolster his attractive- 
ness to voters who seem 
unwilling to take chances on 
the unknown. 

If having a familiar face 
provides some advantage in 
this election, there are those 
such as Vic Fazio, retiring 
after representing his Sacra- 
mento constituency for 10 
terms and Republican Frank 
Riggs, the departing incum- 
bent from the Napa region, 
who may have misjudged 
the mood when they left 


their seats open. 

Mr Fazio, a substantial 
force in the House Demo- 
cratic hierarchy, has in 
recent elections faced 
Increasing pressure from the 
steady gentrification of his 
territory, and has left the 
field open to a brace of 
unknowns. His District 3 is 
now the best-bet gain far the 
Republicans. 

Mr Riggs, on the other 
ban^ u was Caring a challenge 
from an even better-known 
face when he moved on to 
take a brief, fruitless shot at 
the US Senate. Even though 
the district has a reputation 
for swinging from party to 
party, the candidacy of sea- 
soned Democratic state sena- 
tor Mike Thompson was 
enough to sand most poten- 
tial Republican opponents 
running far cover. 

In the end. Mark Luce, a 
local government supervisor, 
joined the race late and next 
week seems set to suffer the 
misfortune of losing while 
the Democrats make their 
only gain in this year's con- 
gressional elections. 

Comment & Analysis, 
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‘bullied Apple 
into alliance’ 


By Louise Kiatoe 
In San Francisco 


Microsoft bullied Apple 
Computer Into the “grand 
alliance” that the two com- 
panies announced with great 
fanfare last year, a senior 
Apple executive has charged. 

The partnership, which 
appeared to end years of ani- 
mosity between the compa- 
nies, was forced upon Apple 
by Microsoft's strong-arm 
tactics, according to written 
testimony to be presented in 
the Microsoft anti-trust trial 
today. 

A vie. Tevanian, Apple 
senior vice-president of soft- 
ware engineering,' sayB in his 
testimony that ' Microsoft 
attempted to “sabotage" 
Apple’s program for Internet 
multimedia applications, 
called Quicklime, by causing 
misleading error messages to 
appear when the program 
ran on Windows - Micro- 
soft's operating system. 

Microsoft had also pro- 
posed that it split the multi- 
media software market with 
Apple, according to Mr Tev- 
anian, in a charge that ech- 
oed allegations levelled by . 
Netscape Communications 
In court last week. 

“Microsoft does not hesi- 
tate to use its operating sys- 
tem monopoly power and 
application program' domi- 
nance to try to eliminate 
competition, acquire control 
of new markets antfe&Wck 
innovation that cpuli&dial- 
lange its position,"" Mf;Tev- 
anian said in bis written tes- 
timony. . . 

The stinging testimony 
drew sharp comments from 
Microsoft, which says It was 
mistakes by Apple's engi- 
neers that caused the Quick- 
time error messages. The 
company also denied any 
move to persuade Apple to 
share the internet multime- 
dia market. 

The testimony was 
“another example of how the 
government deliberately 
twists facte to support its 
distorted allegation", Micro- 
soft said. 


Mr Tbvanian will be cross- 
examined by Microsoft's 
attorneys in court today. 

He will no doubt be called 
upon to explain why Apple's 
previous public comments 
about its new relationship 
with Microsoft have been 
very positive. 

Mr Tevanian is halted In 
the software world as one of 
the principal developers of 
an advanced computer oper- 
ating system called Mach, 
elements of which have been 
widely adopted throughout 
the computer industry over 
the past 10 years. 

He once turned down a job 
offer from Bill Gates. Micro- 
, soft’s chairman, and instead 
he chose to work for Steve 
Jobs, Apple Computer co- 
founder. 

Now. his tricky position in 
the trial stems from the pact 
under which Microsoft 
acquired a small stake 
in Apple and agreed 
to pay royalties to settle a 
dispute over multimedia 
software intellectual prop- 
erty rights. 

As part of the deal, Apple 
adopted Microsoft's internet 
browser software, dropping a 
similar arrangement with 
Netscape Communications. 
Evidence presented by the 
government last week 
included a note written by 
' Apple’s chief financial 
officer. which implied that 
Microsoft had threatened 
to drop the development 
oft office applications 
programs far Apple's Macin- 
tosh. PCs. .... 

If Apple's role in the court 
case sours its new-found 
friendship with Microsoft, It 
could be a setback for the PC 
maker. 

Apple is planning to 
launch a hew operating sys- 
tem next year and needs the 
continued support of soft- 
ware developers, and Micro- 
soft in particular. 

But it is precisely because 
it is not in Apple’s interests 
to disparage Microsoft that 
Mr Tevanian could be a pow- 
erful witness against the 
company. 


ADVERTISEMENT 


Climate change remedial measures: 
which countries will bear the cost? 


A n international conference now 
being held in Argentina under 
the auspices of the United Nat- 
ions Framework Convention on Climate 
Change ( UNFCCC), is looking at meas- 
ures to counter possible global warming. 
Ibis was one of the major concerns 
which the international community 
agreed to investigate as a consequence 
of the famous Earth Summit in Rio de 
Janeiro. 1992. Various flexible mecha- 
nisms — “emissions trading", “joint 
implementation" and the “clean devel- 
opment mechanism" — are among die 
mam issues up for consideration by del- 
egates from over J 50 countries gathered 
in Buenos Aires at a meeting known as 
COP4*. While some ctf these mecha- 
nisms may make the remedial measures 
more palatable — by appearing to re- 
duce the cost of implementation — it 
seems to be taken for granted dm certain 
countries will end up as net winners and 
others os net losers. 

Especially vulnerable are the econo- 
mies of the oil-producing developing 
countries, the core group of which con- 
stitutes the Organization of the Petro- 
leum Exporting Countries (OPEC), 
although the same is true for other fossil 
fuel exporters. OPEC producers stand to 
incur an enormous loss of revenues from 
a projected global reduction in oil de- 
mand. This would follow from the intro- 
duction of carbon taxes to achieve die 
greenhouse gas emissions targets. laid 
down in the Protocol agreed last year in 
Kyoto at COP3. Indeed. OPEC’s own 
research suggests an expected cumula- 
tive loss for its Members of more than 
$650 billion by 2020, a conclusion 
generally supported by independently- 
conducted analyses. 

Unfair burden 

It is therefore axiomatic to ensure 
that measures taken to combat climate 
change do not place an unfair burden on 
oil as one source among many of “green- 
house gases". To do so would clearly not 
only be against the spirit of the ongoing 
Climate change negotiations, but would 
also contradict the letteroftbe UNFCCC. 

OPEC believes it is time to address 
bead -on the concrete concerns of coun- 


* Fourth Conference of the Forties 
(COP4) to the United Nations 
Framework Convention on Climate 
Change, Buenos Aires, Argentina, 
November 2-/3. 1998. 


tries whose economies are in danger of 
being severely damaged by these meas- 
ure and mechanisms under review. Only 
by doing so can these negotiations be 
conducted on a realistic basis. The issue 
of compensation in order to minimize 
the damage must be faced at this stage. 
Indeed, the Group of 77 + China called 
for this principle to be recognised at 
Kyoto last year. Special consideration of 
the needs of these countries is already 
mentioned in the UNFCCC. 


OPEC believes it is 
time to address head- 
on the concrete con- 
cerns of countries 
whose economies are 
in danger of being 
severely damaged by 
these measures and 
mechanisms. 


' All OPEC Countries share the com- 
mon desire for a cleaner, safer world in 
which to live, but the cost of achieving 
this must be borne as fairly as possible by 
all nations. This Implies a disproportion- 
ate shore of the costs being borne by 
those who bear a disproportionate amount 
or the responsibility for bringing about 
the current situation. These costs will be 
heavy and, as several studies have shown, 
could lead to the loss of a great many jobs 
in many developed countries, as well as 
having untold consequences for the rest 
of the world through die feedback into 
international trade. 

Weore thus faced with an issue which 
extends for beyond any proportionate 
response to the risk of climate change. 
We know that decisions on “remedial 
measures" could seriously damage the 
economic and social fabric of oil- 
producing, developing countries, many 
of whom derive the bulk of their export 
revenues from oil sales. None of these 
countries wishes to remain so depen dent 
on a single product, but the process of 
broadening their range of economic ac- 


tivities by diversifying industrial invest- 
ment could be crippled as an indirect 
consequence of these measures. 
Advantages of on 

Moreover, the industrialised coun- 
tries reached their current position by 
being able to rely on low-priced oil 
throughout most of this century. Today, 
the rest of the world is heavily dependent 
on secure supplies of oil at reasonable 
prices in order to further its own process 
of sustainable development. Should they 
be told that, from this point on, restric- 
tions are to be placed on their develop- 
ment process? For it should be stressed 
that oil remains the best available com- 
mercial energy source for fuelling eco- 
nomic growth and offers significant 
advantages over other fuels, in terms of 
inherent safety and pollution. It may 
prove difficult to convince nations, al- 
ready suffering a setback from the world 
recession, as to why the full benefit of 
(his unique energy source should be de- 
nied them at a crucial stage of their 
development. 

Yet, even at this stage m the climate 
change debate many of the assumptions 
behind global warming are doubted by 
respected scientists and economists. In- 
deed. expert opinion disagrees on what 
has happened (o the Earth's climate. let 
alone on what is going to happen. Com- 
puter models are acknowledged io con- 
tain insufficiently precise data on many 
areas of climatology . so that their projec- 
tions of temperature change and other 
crucial parameters have had to be con- 
tinually revised. 

In short, while OPEC welcomes the 
continuing progress in investigating tire 
concern about climate change raised in 
Rio de Janeiro, vre nevertheless question 
whether the approach being considered 
in Buenos Aires is the best way to recon- 
cile this concern with the twin objectives 
of equity and sustainable development, 
which, after oil, are basic responsibilities 
of the international economic and politi- 
cal communities. 


Organization of the Petroleum 
Exporting Countries 
Obere Donaustrasse 93 
1020 Vienna 
Austria 

The fall text of OPEC's statement to 
COP4 will be available on the OPEC 
website after delivery: 
hnp^/www jjpec.org 
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BRITAIN 


Minister confident on borrowing target 


By Robert Peston and 
Richard Adams in London 


Gordon Brown, the 
chancellor of the exchequer, 
will this week Insist that 
public borrowing is not set 
to climb out of control in 
spite of downgrading the 
Treasury’s forecast for eco- 
nomic growth next year to a 
range of Mi per cent. 

Although the Treasury 
will use the lower 1 per cent 
figure as the basis for bor- 
rowing and . revenue projec- 
tions, it is less gloomy about 


the outlook for public 
finances than a new forecast 
tram the National Institute 
for Economic and Social 
Research. 

Mr Brown's 30-minute pre- 
Bud get statement to the 
House of Commons tomor- 
row will also include a com- 
mitment to adjust excise 
duty to discriminate against 
petrol-guzzling cars, and a 
proposal to increase the bud- 
get of the Office or Fair Trad- 
ing, the main competition 
regulator. 

The institute says public 


borrowing is likely to exceed 
public investment by £23bn 
<$39bn) between 1997 and 
2001.- Tins would breach the 
-so-called golden rule that 
borrowing is not used to 
finance current spending. 

in contrast, Mr Brown will 
insist that he does, not have 
to cut back on his three-year 
spending plans, since he 
remains confident of stick- 
ing to the golden rule: 

At the heart of Mr Brown's 
statement will be a new com- 
mitment to promote competi- 
tion, as the main policy pre- 


scription for tackling low 
Industrial productivity. “You 
will see a different philoso- 
phy from the previous' gov- 
ernment, where we aba n don 
any notion of creating 
'national champions' and 
concentrate on ensuring 
maximum competition in 
product markets,'* said a 
government member. 

Mr Brown is raising the 
£20m annual budget of the 
OFT by 25 per cent A gov- 
ernment member said it was 
a "sign that we want it to 
carry out more inquiries into 


anti-competitive behaviour”. 
Ministers at the Department 
of Trade and Industry arid 
the Treasury are paying par- 
ticularly close attention to 
the banking sector and may 
request an OFT probe of It. 

: They are concerned at evi- 
dence that insufficient com- 
petition between banks is. 
having a deleterious effect 
on the provision of finance 
for small businesses. There 
is also unease, based on a 
report by management con- 
sultants. -McKinsey, that 
alleged sluggishness in' the 


Most companies 
‘expect economy 
to get worse’ 


-3? ^ 




By Kevin Brawn, 
Industry Editor 


More than 80 per cent of 
companies expect the eco- 
nomic environment to 
worsen next year, according 
to a survey released by the 
Confederation of British 
Industry on the eve of its 
annual conference in Bir- 
mingham, central England. 

The survey results provide 
a gloomy backdrop tor the 
conference, which will be 
dominated by demands for a 
further cut in Interest rates 
and arguments about 
whether and when the UK 
should join the euro. 

Sir Clive Thompson, the 
CBI president, said the gov- 
ernment should help busi- 
ness prepare for membership 
by setting a date tor British 
entry into the single cur : 
rency, subject to the five eco- 


nomic tests set by Gordon 
Brown, the chancellor. 

Sir Clive's comments 
appeared to harden existing 
CBI policy, which is that the 
UK should Join the euro 
when it is in the economic 
interests of the country. 
Business critics of the single 
currency are expected to 
seize on his remarks when 
the issue is debated today. 

The CBI survey found that 
83 per cent of companies 
that responded thought the 
economy would worsen in 
1999. with only 2 per cent 
expecting an improvement. 

More than 50 per cent 
called for a reduction in 
interest rates of 0.5 percent- 
age points when the Bank of 
England’s monetary policy 
committee meets this week. 
A Anther 42 per cent wanted 
a* cut of 0-25 percentage 
points. But the survey also 
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Adair Turner, CtH cBrector-genereL trie* out a thermal Imager at a conference exh&ttion Reuters 


showed 52 per cent of busi- 
nesses were more optimistic 
about their awn prospects, 
echoing similar results in a 
Financ ial Times survey pub- 
lished in September. 

Adair Turner, director 
general of the CBI, said file 
results suggested that many 
business people had been 
alarmed by talk of a global 
meltdown. This is clearly a 
difficult time for some' key 


sectors, and we do expect a 
sharp economic slowdown. 
But our best judgment is 
that the slowdown will not 
tom into negative growth," 
he said. "We must avoid 
talking ourselves down fur- 
ther and allowing a UK 
recession to become a 
self-f ulfillin g prophesy.*' 

The CBI said it had told 
the government in its pre- 
Budget submission to avoid 


“panic” measures to prevent 
the budget deficit rising as 
the automatic stabilisers - 
mainly higher benefit pay- 
ments - come into play. 

It also called for "radicaT 
measures to cut the 
long-term burden of health 
and education spending; and 
launched a «nnp«iig Ti u ptwd 
the growing burden of UK 
and. European Union busi- 
ness regulation- 
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Sony in 
talks over 
film 

studio in 


Scotland 


By Cathy New man ta London 


Sony Corporation, the 
Japanese consumer electron- 
ics group, is in talks with 
Seam Connery, the actor, 
about investing in aflOtm stu- 
dio in Edinburgh, the capital 
of Scotland. 

Sony, owner of the film 
studio Sony Pictures, has 
held detailed discussions 
with Mr Connery, local busi- 
nesspeople and financiers. 
Scottish Screen, the govern- ‘ 
ment agency for film in Scot- 
land, is hoping the project 
could be under way by the, 
time a Scottish pariiamenl is 
established. Between £lQm 
(Sifts) and £20m could be 
spent m the building,, with . 
up to £4Qm invested in 20 
films over five years. IT Sony 
were to go ahead with its. 
share- of -the investment, it 
would be a welcome boost 
for the domestic film indus- 
try, particularly as some US 
studios are resisting shoot- 
ing big-budget films in the 
UK because of the strength 
of the pound. 

John Archer, chief execu- 
tive of Scottish Screen, con- 
firmed Sony's possible 
involvement yesterday. He 
said: “We’ve been pursuing a 
n umb er of options, but pri- 
vate funding coming into 
this means it stands an even 
better chance of success. " 

Scottish Screen contacted 
a tttenber ' of .US studios 
about funding, but only 
Sony expressed an interest 
Sony already has links with 
Mr Connery through a 
long-term deal with his film 
production company. 

Scotland isa popular loca- 
tion for film makers. How- 
ever, many films have to 
move to English studios to 
complete their production 
and post-production work 
because of a lack of facilities 
in Scotland. 

Sony could not be con- 
tacted for co mme nt The 
company last week reported 
worse than expected results, 
with sales in its film division 
faffing 10 per cent 


BUYIT! 


.Recycled newspapers 
- and magazines 


made up over 40% of 
the raw material 


used -in UK newspapers ! 
in 1997. ! 


TO HND OUT HOW YOU CAN 
HELP RECYCLE 


MAI THE 

FAX BACK NUMBER 

0660 616233 

0660 calk cost 4 9p par minute 
at all times 
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NEWS DIGEST 


POLITICS 


^apHng and. telecommunica- 
tion Industries pu£& inade- 
quate pressure on the UK 
software Industry to 
compete on quality and 
price. 

Meanwhile, following a ' 
six-month review of ways 
to boost research and devel- 
opment expenditure, Mr 
Brown, will announce, 
improved tax breaks for 
research carried , oat by hi- , 
tech companies. 

He win also publish the 
results at a consultation on 
ways to reduce car pollution, j 


Liberal Democrats hack 
down on vote reform 


The opposition Ubaral Democrat party yesterday backed 
down over the timing of electoral reform when Paddy Ash- 
down, Its leader, sakt hewputdecoopt a 'referendum on 
the issue after tire next general election. 

In a move that wfcbq earn as a aJgnfflcanfrshfft kr his 
position and that c»yleN»urt crtbiiam tram patty activists 
concerned about co-operating wttn the governing -Labour 
party, Mr AshdownkaidJ the government postponed the 
vote until the next paritamerit for goad reasons, Tso - 
be it". y ' 

'The Liberal Democrats had previously insisted. . . 

that the referendum on electton reform - expected to - 
pitch existing flrst-p&st-the-post arrangements against - 
the "alternative top-up" system pf o poaad We week 
bytheJenWnScOTTkhls»on“~hadtDttf»trfac»lntWspar- 
ftametit LiamHaflfgan, London 


DEFENCE 




MAttSteF 




The Ministry of Defence Is to attempt tar-reaching changes 
in Its internal culture as it seeks to introduce greater effi- 
ciency. In spending its £9bn ($i5bnj annual budget for 
equlpmert purchases. 

George Robertson, the defence secretary, plans to spelt 
out the effects of his "smart procurement” Initiative tfra 
speech to the Confederation of British Industry annual 
conference today in Btaningham, central England. 

tn remarks likely to cause unease among thousands of 
dvfl servants, he: is expected to refer to the difficulty- pf 
teaching a bureaucratic olaphant to dance* - a reference 
to a book by James A. Betasco, the US oithor, on manag- 
ing change. - '7 V 

McKinsey, . the management consultant, carted out an 
initial study of procurement practices for the MoD earlier 
this year. MoDpereannel worthing on IQ pflot presets will 
shortly undertake a trabjtog 

course with McKinsey. during which they wffi be encour- 
aged to go tttcktotiaste^aid organise programmes in 
radically dHftraot wgya. Alexander Mood, London 
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FINANCIAL 


Hues 



faces review 


. The&Rfexi^lTO^jnart Autha%, the wfikiiclc^taf the 
prft^investor, te considering far-reaching change to the 
way It'punishes companies after criticism thatffnea^Jone 
are Jrieffo&h/e and potentially unfair. Its review codd see it 
taking action against Indivkjira} directors for the first time, 
through "naming and shaming", fines andevenaxptsteton 
from the Industry. It could ateo see the regulator forcing 
companies to take out prominent advertisements Jh news- 
papers, to which they are made to confess their wrong- 
doings. The deliberations follow criticism from consumer 
groups that fines are not a big enough deterrent and 
that they hit policyholders directly In cases when the 
payment is made from policyholder rather than share- 
holder funds. Christopher Brown- Humes, London 


HENDERSON INVESTORS 


Firm suspends manager 


Henderson Investors, the fund manager, has suspended 
one of its managers on fufl pay after uncovering “irregulari- 
ties* in some of Its investment accounts, it has launched 
an investigation into the affair and informed the police and 
regulatory authorities. 

It is understood the amount Involved is little more than 
£1 0,000. The apparent discrepancies have been uncovered 
in staff rather than customer accounts. These are accounts 
used by staff to buy and sen shares. 

Henderson said: "An individual has been suspended on 
full pay pending an investigation of irregularities in staff 
accounts. There is no evidence at the moment that any- 
thing other staff accounts are Involved.* The company said 
it had uncovered the alleged Irregularities last week, and 
immediately informed the Investment Management Regula- 
tory Organisation and the police. 

Henderson, which has £40bn under management, 
was acquired by Australian Insurer AMP earlier this 
year. Christopher Brown-Humes, London 
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COUNTRY REVIEWS_1VI COUNTB1BS—J9I REPORTS! 
■ PofanciL Euanaafc. Corporate. EnvinnMewal TY«kb 
_ CNnimai-ial ttau liaji M b o nal lac. 
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Tte FT GUIDE TO WORLD CURRENCIES, pibEibed in Monday's j 

newspaper and Ojrering over TOcarewa^ isnowjr«2*hleby dMlmg [he roJlowiog 1 
number from the keypad ortaKjMafjowtaiwehlw.Wl 437 ML I 

Can* aedwgplai39ptaiiii cheap ate and iSptaiaBian other mne*. Rrvrvnx I 
omside the UK please telephone +44 171 873 4378 hr denoh on Giyflnc iHeraanmaL | 
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COMBINING THE alternative Market experience aNd, creativity of Am-Re Managers with the fin anci al integrity of Munich Re, 
M»™ch-Amen™ RiskPartners offers chants more resources, moi^ capabilities and a broader global reach. Of course, our people and our approach 
to the intelligent assumption of risk remain, the same. We’ll.work with you to develop an integrated, cohesive program that makes a 
genuine contribution to your bottom line. 'However hostile the enyironinent, we enhance your company's ability to conduct its business more 
successfully, while minirpiti^the pmential for loss. Andafterall, isntthatwhat a good partner about? LET'S talk business ^ y 

FOR MORE INFORMATION. CONTACT. UB AT <609) 5*75-30<>Q OR 'miUH^WUM' • 
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THE WEEK AHEAD 


‘EVER WISH YOUR MANAGERS UNDERSTOOD 
THE LATEST MANAGEMENT TRENDS AND COULD 
APPLY THEM EFFECTIVELY?’ 


DIVIDEND & INTEREST PAYMENTS 


No wishful thinking required. 

Business is changing fast And you're supposed to 
keep your managers updated on what is 
happening in management today - but you're 
even busier. 


So how can they keep up with the latest thinking? 
How can you be sure that your organisation is 
building the brainpower today to prosper 
tomorrow? 


FT Mastering holds the key. Every month the 
Mastering Management Review brings together the 
most valuable and provocative new management 
thinking from leading business schools and expert 
practitioners. 

we also tike a little time to explain the bases. And 
our website provides further reading and reference 
material for those who want more depth. 





Are you ready to improve the chances of your 
company’s success? 


Key Benefits 

■ monthly update 

• accessible and flexible 

■ relevant and timely 

• editorially filtered 

• selection of the best schools 

• theory and practice mix 

• quality information 

• independent source 

• a product of the FT 


How does it work? 


Corporate subscriptions to the Mastering 
Management Review and website start from 
£950 and include a choice of electronic or 
printed delivery. Plus as a corporate 
subscriber you’ll be entitled to additional 
benefits. 



■ TODAY 

Abbey Natl Funcfing 5.8% 
Dual Currency GND 2000 . 
Y2/416.66 

Do 6.1% Dual GND 2000 
Y2.541.66 
Amerttach $0.30 
Anglo American Indl 544% 
Cm 1st Pref RO0562S 
Asda Property 0.95p . 
Assoc British Ports 4-5p 
Auto Logic 2.75p 
Automotive Precision (X3p 
Beattie (J) 3p 
Bell Atlantic $0,385 
Bentate 0.7p 
Black (P) 5£5p 
Britannia O.Bp 
British Petroleum 6p 

Do ADR $0.7312 
Do ADS $0.7372 
Cookson 7% Cv Bds 2004 
£35 

CrestaCare H33p 
Croda Inti 3.55p . 

Daniels (S) 0.4p 
: Dawsongroup 25p ' 
Ednburgh Ftmd Managers 
, 8p 

Enterprise Oil 6BP - 
FDtronic 1.35p 
Foreign & Colonial Pacific 
0-Bp 

Gaflaher 6.8p 
Gowrings 1.25p 
Grantahestw Finance 
£3.6875 

Highcroft Inv Z5p 
Hokkaido Electric Power 
6V696 Nts 2000. $812^0 
Holmes Place 1.5p 
Huntingh Technology 1.55p 
Jackson IJjp 


KeWn Electric Express 
6.65% Bds 1999 Y665.000 
LASMO Unite 1-8407p 
Legal & General 4.56p 
Liberty Inti B 6% Pref 3p 
Macro 4 15J}p 
Moorepay 1.6p 
MoorfWd Estates 0£75p 
Northern Recruitment 1.2p 
NWF£L5p 

Nycomed Amersham 1-8p 
Ocean Group 5-85p 
PenOand lJ54p 
Pftterds Ip . 

Prudential Finance 8Vi% 
$8250 ■ - 

S an derson Bramafl Motor 
2.12p 

Seiyu 4J2096 Bds 2000 

Y420.000 

SheO 5J3p 

Singer & FrietSander 2-35p 
Do 81696 Cv Sub Uns Ln 
2009/14 £4.25 
Stagecoach 79696 Bds 2007. 
£7025 

Steel Authority of India 
Global Deapty $0.0359 
Syndicate Capitalist lO.lp 
Taylor Woodrow 1.5p 
Tohoku Electric Power 6V696 
Bds 2002 $85 
Travfs Perf&is 3J}p 
TR European Growth 025p 
Tyco Inti $0,025 
ZENECA 14p. 


Luklnter Finance 196 High 
Yld Prem Bds 2003 $5 
Royal Doutton 2.$p 
Ugtand Inti 2.04p 


■ WEDNESDAY 
NOVEMBER 4 
Abbey Natl Treasury 81496 
Nts 1998 £825 
BSkyB 325p 
Do ADR $0298 
Compel 42p 
DCS 125p 
: Flsons 896 Bds 2003 
Hay (N) 0.8p ■ ■ 

Ivory & Stone Optimum Inc 
1.85p 

New Zealand 111696 2008 
£281-25 

Pacific Dunlop A$0.07 
Quebec 8H96 Nts Nov 4 
2011 £8625 
Sunderland 32p 
Thorpe (FW) 3-75p 
Usher 7p 


■ TOMORROW 
Abbey Natl Treasury 696 
GND 1998 Ure40Q,000 
Anita 025p 
Catties 3Bp ; 

Boning Overseas Inv 3p 


■ THURSDAY 
NOVEMBER 5 

Abbey Natl Treasury 79696 
GND 2001 Ure381250 
Srse 05p 
Firet Choice Ip 
Forth Pots 5 p 
FramHngton Dual Trust 
2.05p 

I n gijm 725p ■ • 

New York FRE 1998*02 
$12032 

Pemberstone 121p 
Quester VCT 2 I p 
Quicks 3.5p 
Rentokfl initial 1 -07p 
Steel BunKi Jones Q.75p 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS; 
Qartmore Scotland bm^ 
Charles Oakley House, 125, 
West Regent Street, 
Glasgow, 12XXJ 

BOARD MEETINGS: 

Finals: 

AB Foods 
Stratagem 

Interims: 

BBA 

Prowling 
Style Hldgs 


Northamber, 1, Lion Pwk 
Avoiue, Chesslngton, 
Surrey. 12-00 ' 

Pembertons, Benfield Grieg 
Group, 55, Bfehopegate, 
London, EC2, 10.00 

BOARD MEETINGS: 

Final: 


Interims; 

Marks & Spencer 
Shanks A McEwan 


EC3, 250 

Thorntons, The Assembly 
Rooms. Derby, 11.00 

BOARD M STINGS: 

Final: 

MWT Computing 
Interims:. • - • 

Old Engfish Pub 
Scottish Power 
Salon SchoB He a l t hca r e 
SMtoh 
Westinvy ... 


To subscribe ring +44 (0)181 597 0181 or 
email subscribe@ftmastering.com. 


FT MASTERING 
WMnHFTMASTERiNG.COM 

+44 (0)181 597 0181 


■ TOMORROW 
COMPANY MEETINGS: 
Henderson Eurofertis^S, 
Finsbury Avenue, EC3, 12.00 
ICM, The Cedar Court Hotel, 
Denby Dale Road, CaJder 
Grove, Wakefield, West 
Yorks, 1120 
Jos Holdings, 20, 

Fenchurch Street, EC3, 

1220 


■ WB7NESOAY ’ 
NOVEMBER 4 

COMPANY MEETINGS: , 
CMnmUnny HospfWs, 
insurance Haft, 20, 
Aldermanb ury, EC2, 12.00 
Framftngton Duel Trust, 
155, Bbhopagato, EC2, 
1220 

isotron, Howard Hotel, 
Temple Place. WC2, 12.00 
Logica, London 
Underwriting Centre, 3, 
Minster Court, Mindng Lane, 


BOARD MEETINGS: 
Finals: 


CONFERENCES, VENUES AND COURSES^ ’ ■ . - , v 

CONFERENCES COURSES 


NOVEMBER 10 -12 
Frank J. FatwnJ, (he. / 

Information Management Network 
Third Annual Symposium On 

High-Performance Investing 

Symposium presents cnoc.il information 
ivtanfing hedge fund and non-tratfitMui 
invcsUDCDl strategies. with a detailed 
analysis of current nuta airtxdeoce and 
(Ik implications Tot intcstar* and 
managers. Featured presentations from 
high-profile managers an various 
strategies inriudurg: Euttpc. A*k Rirexi: 
Market-NeuanVUiKiirTclaicd Strategics; 
MrenvOpponmifar. Pns-aic Equity. 
Comm IMNTd. +1 212 7« 2HW.au I 
Fax; +1 212 ?t»M 2484 
E-Mail: lmwi{(<aoUnn 
Web: nwn.imn.la 

Monle-Carfo. MONACO 


The Febire of Transportation 
Fael Quality in Enrape 

TWb major International 
Conference wil bring together 
rapresenttttvM from the 
European Commission, UK 
Government, too off and 
automotive Industries, 
erwironmentaflata and academia 
to present thatr views on cunent 
and future legUalion.tfu tnter- 
rslation between autamothre 
vehicles and luels and their 
impact on the environment and 
the ImpOcaflona for the European 
refining Industry. 

Tel; +44 (0)171 4677100 
Fax: +44 (0)171 2S5 1472 


NOVEMBER 25 
Using IT for Business Benefit 
A breakfast seminar examining the 
importance of IT 10 the financial 
services industry. Tbe seminar wilt 
explore new delivery channels now 
being used by this rapidly diversifying 
sector, including internet banking, can 
centres, home banking and digital 
TV. The event includes nn open 
forum chaired by Paul Taylor. IT 
Coneqraadan. Financial Timex. 

Tel: 0171 8133162 
Fax; 0171 8733067 
E-mail: caiberioej&acsweeaey9iLcam 
LONDON 


NOVEMBER 9 -11 


NOVEMBER 11 
Seventh City of London 
Central Banking Conference . 

RISK 1994-2000 Fundamental issues 
and the unmedune nwes 
RESERVE MANAGEMENT: Euro, 
emrtpitp norVciv. toW 
LATIN AMERICA A CARIBBEAN: 
f ocmgioQ or CcWainment? 

Sponsors - Arthur Andersen. Chase. 

BBV.CSFI 

City torn m Ltd 

Tri: (012251466744 

Fax- 1012251442903 

E-Mail: IOo7lU^27De , compinervuom 
LONDON 


IP® 


THE INSTITUTE 
OF PETROLEUM 


London 


NOVEMBER 12 
Eurotrade - The Single 
Currency Practical Impact on 
UK Industry 

Confirmed speaker* include: Rl Hon. 
Francis Monde MP: Ian Campbell - 
Institute of Export: James Prosan 
MEP: John Mererop - HMCSF. 
Cqoqcc Bctyl Coxon 
Tel- n 1403 26*251 
Email: euroiradefievdr.co.uk 
uk/wdr 

LONDON 


NOVEMBER 17 
Devdopment Initiatives in 
Southern Africa 
Tbe Spatial Development Initiative 
programme is a key part of South 
Africa's investment suategy. aiming to 
boost investment, unlock inherent 
economic potential and tacks ran new 
dcvckopmcnls. Thn one-day FT semrow 
will be the first opportunity of 
reviewing the Spatial Development 
Initiative programme in-depth. Speaken 
include: Tbe Rt Hon Pieter Mandebon 
MP. Mr Alec Erwin. Minister of trade 
nod Industry, South A&Ich and Mr Rob 
Barboar. Chairman. Mozol Project. 

Tel - 0171 *73 3162 Fax - 0171 873 3067 
E-mail: ctuheriiie.ii»iesweeoeyfiMLcom 

LONDON 


DECEMBER 1 & 2 
18th FT World 
Telecommunications 

Competition and convergence will be 
tbe two main themes of tbe 1998 FT 
World Telecoms Conference. Speakers 
include Sr Iain VaBanoe. Ch airma n. BT 
pic Mr Ben C Roberts Jot. Chrrirmrm. 
MCI WorldCom; Mr Cary Forsee. 
Preskiem and CEO. Global One SA; Mr 
Dudef E Somers. Senior Executive Vice 
President A Chief Financial Officer. 
ATAT and Mr Javier Revue! ta. Vice- 
Chanroan. TckfotricaL 
Enquiries: Jtnura Edvwh 
Tel: 0171 873 3374 Fax: 0171 873 3067 
E-maiL joammedwaobtflteom 
wwwibconfereo cesxo m 

LONDON 


Commoalcatiag Perfaraance 
Launch of Research FMkiga: Are 
ctaims in FTSE 1 00 armual 
reports backod by mennb^ful 
data? Is there auffldonHocus ort 
Ihehiture? 

Lessons from USA: Chris Wye, 
co-autiior of the US ‘Government 
and Performance RovtawAcf. 
Shareholder Vhlu« Expartmant 
with software tool sdsch helps 
Edentfly tactics to build 
shareholder value. 

Patar Wfefab. 

Foundation for ^^,1 

Performance 

M — urem en t 

TW; 01 81 541 1896 M 

Fax: 0181 546 2106 / 

tnfoO^mixom 


VateB Fronflw 

■VWueTWnWng- Is much taKad 
about benefit ham our luai^its Into 
how saphMosMflnendU toots 
can tom a wortd of tmcerbdnty tato 
practical and strategic soUfane. 
Wlh spedalat resources hi hey 
oantrae mould the world 
Pri ce wnt sr tx ruea C oope rs is 
uniquely placed to provide ihe 
expertise on Value WnMng. . 

Join ua at a brea kaway value 
otoabmflon at our No 1 London 
Bridge office. 

To register contact - 
Halge Butcher on . 
tel: 44 (0J171 B38 2867 
tax: 44 (DJI 71 939 3806 


Introduction to Capital 
Uarkst* 

• BackgrOQodfDevdapiiiets: Domestic/ 

Se t, l it i n fti on. Participants. Regulations 

• Baade. Yields. Rttk/Reward, Radius. 
Hxcd/FJoCin* • Cmrency and Inrcrect 
Risk on Capital Market Instnimws 
■ Equities and Hybrids. Stock Exchange 
t i tr ii q pt id Tmfing 

3D^js£945 + VAT 

rnf *■ BuchmTaamng A Consuhk^ 
1-6 Leotard St, BC3V 9AA, Landna 
Teh 0171 929 6633 Rut0l7l 929 66*4 

LONDON 


NOVEMBER 17-19 
Credit Anassmuit 
fSMtjjntahfi teW l m 
Aimed M. those in cotpaodes and bates 
ner dt n g n understand the principles md 
practice of credit assessment. • Cash Flow 
Analysis - Fjmmrhil Analysis for Credit 
Assessment • impact of Accounting 
on Credit • Nan-Financial Analysis 
* Summarising the Non-Ftnanclul 
Anaiyiis - The Rating Agencies' 
Approach • Writing tbe Credk Analyst 

and Summary -Case Soxiies. . 

Contact: Zoe at FSMD for details 
Tet 44 «0|I625 530050 
Fax 44 (0)1625 523937 
E-mail: t r ail litigte fs ual. c o.uk 

LONDON 


London 


London 


Fraud & the Ears 

Cooks you be at rtak? 

Jmary i" 1989 vWteto'Qay. Mai non 
enpotaatem tar loud and n«o' Onandal 
am wfl be crawad and hew can you 
proud atpinst awirff 
Al tia erty overt to addrem BA team 
bdentha taundi of lat aura. Irima Imms 
w be adamsed by toorino tnaouScR*, 
oaporatM and banks, Mcaxtog ew MF 
6u Preatdancy. EC. E uro pran System qt 
Comal Baric. SRO. UCLAF. Bwepol 
Ctobank. BsroiBys. KPMa Vtaa. Amedran 
Eipreso. bm. Menz. Aranong many 


NOVEMBER 23 A 24 
FT Moroccan 
Tefecomniunlcationa 

This nuyor FT Conference will review 
■decora* libendtsarion in Morocco end 
examine new opportunities for foreign 
bourns and investment as the marker 
ojwm up. Supported by the Moroccan 
Government vpeakert include: HE Mr 
Abderratunane El-YoussoufL Prime 
Minuter of Morocen: Mr Moscafa 
Tesab. ANRT and Mr Ignacio de Benin 
Smslrs . THefimigg hne rea ia i naaal 
Tet 0171 8733162 Fax 0171 873 3067 
E-mail: catbennejna»weeiiey9fLcom 
» wwJUonfeien c evrom 

MARRAKESH 


DECEMBB92-4 
Venture Forum Europe *98 
Arranged by FT Conferences and 
Venture Economics, the 9th annual 
Venture Forum Europe will provide 
industry leaders with an important 
opportunity to increase their 
nnrimantfing of die European venture 
rapna l marketplace. 

Enquiries Sian Frocoort 

Td: 0171 873 3262 

Fax 0171 873 3067 

e-mail: smnAmcountefLcam 

wwwJicoaferences-com 

LONDON 


Trade Fairs 
in Germany 


NOVEMBER 16 • 20 
Understanding BankTfoasury 

Ron jointly with Tbe Aasodatioa of 
Crapocm- Tkeamrea. aimed at dure new 
to utaawy wbo work in banks, boikfiag 
societies and financial institntiotts and 
need m Bafemand * the bank trearaty mfc 

• intents! rate derivatives * cm renc y 
derivatives • money and c a plt U markets 

• customer product devdo pm e u t* asset 
and MaGty management. Also relevant 
for professionals e-g- IT. auditors. 


DECEMBER 7 & 8 

The ITtti FT Wortd Pulp and 

Ptewr Conference 

Distinguished speakers include Dr 
Claes Dahiback. President and CEO. 
Investor AB and Chairman, STORA 
AB: Mr Martin Oranbolm. Executive 
Vice President, UPM-Kymmene Croop 
and Mr John F McGovern. Executive 
Vice President and Chief Financial 
Office. Gcofgia-Pactfic Cotpararioc. 
Enquiries: Jannn Edwards, FT 
CoofiereneesTel: 444 171 873 3374 
Fax +44 17 1 S73 30676 
Email jonmta-e dw artfag ftj Kxn 
Web: y-^-u«w„ir..., || u‘. 


DER Travel Service - 

for all your Trade Fair 

bookings to Germany. Available now: 

CEBIT 

Hannover 

Telecom '99 

Geneva 

Book Fair . 

. Frankfurt. 

Toy Fair . 

NGmberg 

Hanrtover Fair 

Hannover 

Interpack 

DusseMorf . 


coii % DER Travel Service no . 

0171 290 1107 ® ^3 


Td:44(Oym2139728 
Fax 44 (0)171 2482591 
E-mail: kfa nnnan teireasuteisxo.uk 
gSMD: LEADERS PTEDDCAIION 
LONDON 


NOVEMBER 18-20 
McM? -pMtnm* to 0mncAtk>Knriadpv 
Introduction to Asset 
Securitisation 

• History of Asset Securitisation horn 
its Inception in USA to the present day 
■ The Structure of a typical Asset 
Securitisation ■ Tbe Characteristics of 
Securittabk Assets • Tbe Objectives of 
toe Originator • Tbe Rok of the Advisor 

• Tbe Role o die Raring Agency • The 
Objectives of the invesmr • Structuring. 
Pricing aad Distributing the Issue • Am 
Issue Matters 

3 Days £995+ VAX 

Contact; Bircfain Training & Coastriting 
1-4 Lombnnf St. BC3V9AA. London 
Tel: 0171 929 6633 Fax 0171 929.6644 
Emaik birdnaShbchtncoat 
LONDON 



Conferences, 
Venues & 
Courses 


Training 'covering treasury risks A 
derivatives for h edging/ trading - L 
Currency Options* TKAs, Futures, 
Interest rate sw aps etc. For Corporate 
TrensurersAank dealexs/nuukeiing. _ 
systems, sbpport poraoiuiel and risk 

■Miy wi m n n i|iiww 

B75^0 + VAT 

Lywood David fanenatianal Lid. 

Tel* 44 (0)1732 463014 . .. 

Fkc 44 <0)1732 463015 
e-mail: training® tywood-dxvid-ctuik 
LONDON 


■ FRIDAY NOVEhQBtB 
AbbCKlp 

Ban Navis One CteWRFRN 
2030S3755.il 
DO Class a PRN2D3Q \X f 
S4.00a09 -■*' 

Btefiden bids i^p ' 

Ctty IWmology &27p 
Courtsukfs 896 Cm Snieli^ 
2.1 p -V'. 

CHHW4P - ; 

Dswhkst 1^5p -v. . 

Bactrontes Boutiquodl^i 
Hertdaraon Euro TrosM^c ■ 
Oo Uftits 1.5p 
Johnstons Pries t.lSp-f 
Uonheart aip 
Maybom 1.7p 
Oasis Stores 2.65p 
ShaSJsnsl.Cp 
Sharpe* Fisher a^p 
Shefi ADR $05427 
Sfufl * Lettuce 3-35p 
Treaswy 796 2001 £3^0 
United Assurance 8p 
Vodafone 79696 Nts 2001 
£78.75 
Wassail 2.3p 
Wofr2.75p 

WeUkigton Underwriting Ip 
Whitbraed 7V496 Uns Ln 
1995/99 £3.625 


.ihilr 


•Ainan 


ri>^ s 


■ SATURDAY 
NOVEMBER 7 
Bristol & West 139696 Sup 
BdS £66-875 


M SUNDAY NOVEMBERS 
CMIC Finance & Secs 31696 
Cv Bds 2003 $35 


Estates & Agency 
Galen HMga 
Smart (J) 

Interims: 

Boots 

Ratftrack 


■ FRIDAY NOVEMBER 6 
COMPANY MEETING: 

F& C Latin American biva, 
Exchange House, Primrose 
Street EC2. 12.00 


■ THURSDAY , . 
NOVEMBER* 

COMPANY MEETINGS: 
Perpetual Japansse bwa, 
The Oid Rectory, 17, 
Thammkte, 
Henty-m-Thamee, 
Oxfordshire, 12.15 
Watohomes, RoWton HaH 
Hotel, Rdwton Hall, Chester, 
11.00 


Company meetings are 
annual gawa/ meetings - 
unless otherwise stated ■ 
Reports and accounts are 
not avatable until 
approximately six weeks 
after the board meeting to 
approve the preliminary 
results. This Bst is not 
comprehensive since 
companies are not obliged 
to notify tin Stock Exchange 
o# Imminent announcements. 


to 


NOVEMBER 23 -25 

bkchln- pa rtner* bi Uganda/ I mnwi a rig t 

Property Lemfing 

• Freehold rad Lcmcbotd Lund, Searches 
and Reguntioo. and Pmp«y LeghJarion 

• The Inicrpretnilon of Independent 
Professional Valuations, and the Valuers 
Duties mid OUigBUoK id the Chest *1be 
Planning Process from Application to 
Permission • Obligations and Rights 
offered by Conventional Building 
Conrans' Analysing Project CtishFtaws 
and Finanari Projections and more- 

3 Days £995 +VAT 
CorancC Birchin Training A Consulting 
V-< Umbaid St, EC3V 9AA, London 
Tet 0171 929 6633 ftx 0171 9296644 

Pmiiil: hire tring hair ^in- ram 

LONDON 




NOVEMBER 23 -26 
AudHng the DsaHng room 
(Demystifying Treasury and 
Capital markets Operations) 
For internal auditors and bank 
inspectors examining the activities of 
their inrtiratian's Treasury and <"-»p»r»l 
markets operations. Cash, bond and 
derivative markets dealing, risk, limits 
and management comrols. 
GBP99i09+ VAT 
Lyumod David batxDurional Lad. 

Tek 44 (0)1732 463014 
Fax 44 (0)1732 463015 

o-omibuaiiuigGlywood-davidjxuik 

LONDON 


■ WtxUegbiLaodH laa)i or short ran? 

■ Do yoo amu to Improve jonr apokea 
■od wrtacs Englcri>7 

IWdoa tat bdMAwb aad (aaB po^s 
olltawl I? rapotracnl, qaSBed tradra: 

MA«W*BLE RATER 



FAST tFmCTlVE. AFFORDABLE 


Would speaking your 
Customer s language 
have made the 
difference ? 


VENUES 


app ra a i tB hi tor senior raaeutra a ta n 
bnla. banoel kwsaxkm. goraeraani 
dqranminls. naOnaaorra cwpooflans, 
rosMatoro, mrara. rnasetpaMeeana 


Enoira, Fiencn, damn. Uha 
Contact: Jamln Harper 
1W: 444 171 4191000 
Fax 444 171 419 1050 

warw i l na wcMUmiKtcorn 

IF ex 

Pahii dn coalite, Brussels 


NOVEMBER 24 
Technologteal Change in 
Retail Banking 

SAP’s Impact on Nat WutN brainen 
efficiency. Chrik Tbomas. Head of 
Aci-onnliDg Systems A Lionel Bell, 
Program Co-cntinaiot Professor Tony 
Eccici. CrouTield. - the paradoxes of 
providing better infonnarian on 

Tel: 0171 235 3505 
Fax: 0171 135 3565 
Helen. AMED 


Regional Devetopmant 
Agencies: Investment 
Structures for Growth 
National conference to examine the 
development of invesoncai scraregiei, 
and institutional vehicles for regional 
d ewgfa p m enf Spakas iadodc: Richanl 
Caborn MP. Martin Cagen Oil. 
Jo&a Bridge (Menton Development 
C o mp an y i. D( Kerin Bond (Yorkshire 
Water) and Dr Keith Hurhoff 
(Corporation rf London). 

Gratae Ned Stewart Ass o ciaari 
Tet 0171 3409393 
ftx 017! 2408&33 



Anew pusi po u ehy rone widiiQ foe 
financial Time* Head Office. IdcaDy 
suited for seudna r». press launches, 
c o rporate facetious and Cocktail 
lo c t y t i o in . Soptastiriaed aufoo risuai 
e yi pmng suitable for all reqoatmcaB. 
Supportive and pmfesrioual staff on 
hood to erisr yoo. • 

For tetber drtafa plane coMnet; 
Jay Antia - 

■Jkk +44(9)171 8733496 
Fax +44 (0)171 873 3967 

Enafc JgyateteCFXcM 


Choose from 3/4* hotels with 
conference and meetings^ teSties 
at 'value for money prices, 
accommodating up to 200 
delegates. Also offera cneiuive 
opporttmities for Incentive trips, 
leisure activities and partner 
pro gramm es. 

Conteci: Katherine Dedprea 
Teh 03481 726611 
Fax: 01481 721246 


DW your last meeting overseas go as well as you had 
hoped? No ? VMty not ? Dkf you lose out to a competitor 
who did speak the language of the customer ? 
Dont let it happen again - 


Call BERLITZ far details of 'Doing Business In" 
FrencWG "nnanfSpanish NOW on 

0171 - sis 0900 


1 - 026 7198 


Berlitz 


Helping the Wortd Communicate. 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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The president of NTT 
DoCoMo, the world’s 
largest mobile telecoms 
group, is a Japanese 
chief executive with 
singular differences, 
says Paul Abrahams 

^ Keiji Tachikawa’s career 
didn't quite turn out as he 
had expected. On gradua- 
ting from Tokyo University in 
1962 with a degree in electrical 
engineering, he chose to join 
NTT. the sleepy, state-owned tele- 
coms company, because he 
thought the work would be a 
pushover. “I wanted time to 
spend with my family and do my 
hobbies," he says. 

But instead of enjoying a quiet 
career in the backwaters of 
NTT's research labs, Mr Tachi- 
kawa rocketed up the organisa- 
tion. He is now president of NTT 
DoCoMo, the world's largest 
mobile telecoms group which was 
floated on the Tokyo stock 
exchange last month. It is not 
exactly the definition of a laid- 
back job. 

in recent months Mr Tachi- 
kawa lias hardly seen his family, 
let alone had time for hobbies. 
The roadshow for DoCoMo's ini- 
tial public offering kept him on 
the move. But his endeavours 
were not in vain. Last month, the 
issue became the largest IPO in 
dollar terms, raising |18.4bn 
i£10.Sbn). The achievement was 
nil the more remarkable given 
the gloomy state of world stock 
markets. DoCoMo’s successful 
notation, advisers say, owed 
much to its dynamic 59-year-old 
president. 

Part of the reason Mr Tachi- 
kawa went down so well with 
international investors was his 
extensive .American experience. 
He first visited the US in 1968, 
when he worked at Nasa’s satel- 
lite operations for three months. 
"When 1 arrived and I saw all the 
technology, ray first thought was 
that we had made a big mistake 
fighting against the US." he says. 
Such frankness about the second 
work! war is unusual for a Japa- 
nese. but it was a much- 
appreciated quality at his count- 
less presentations to interna- 
tional investors. 

Advisers to the IPO say Mr 
Tachikawa surprised his audi- 
ence ai times by being even more 
open titan a typical western chief 
executive. He was candid about 
DoCoMo's potential problems, 
including the danger that its 
wireless network might become 
over-congested; that competitors 
could come up with technology 
that made his equipment out- 
dated; and that Japanese people 
were increasingly unwilling to 
allow base stations to be located 
near their homes because of 
safety - concerns. The installation 
of more than 200 base 
stations had to be postponed 
last year. . , . , . 

Another factor which helped 
him on the roadshow was ms 
MBA from the Massachusetts 
Institute of Technology, obtained 


during a second sojourn in the 
US. Mr Tachikawa was the first 
NTT employee to study for an 
American MBA. He says the 
qualification was useful when 
meeting international investors. 

Foreigners who do business 
with Japan have high hopes that 
a new generation of Japanese 
managers like Mr Tachikawa, 
with foreign experience and even 
MBAs, might Instil in their com- 
panies western standards of 
financial discipline. A frequently 
beard criticism of Japanese com- 
panies is their tendency to over-, 
invest regardless of the cost of 
capital or of the need to make a 
return an it. 

Mr Tachikawa admi ts, that the 
shift from negotiating NTT’s cap- 
ital spending budget with govern- 
ment bureaucrats to studying for 
an MBA. in America; with its 
emphasis on discounted cash- 
flow techniques and net 
present values, was a huge 
cultural leap. 

And yet in some respects the 
impact of his American experi- 
ence appears limited. Dressed in 
a light grey suit, the company 
badge attached to his lapel, Mr 
Tachikawa comes across as the 
typical Japanese salaryman. 
Although he understands En glish 
well, he prefers to talk through 
an interpreter. 

He says he doubts whether all 
western business models can he 
applied to Japanese industry. 

T learnt a lot of new financial 
analysis tonhwigiiaa at MIT,” he 
says, cautiously. *TBut I have Die 
impression that they should not 
be used directly in Japan. Per- 
haps they should be adapted for 
the Japanese context" 

It Is a disappointing answer, 
because DoCoMo’s stable of busi- 
nesses includes some duds. Hie 



ENVIRONMENT VIEWPOINT MICHAEL GRUBB 


Blocks on the 
road to a 
climate deal 


mitted to PHS, .not least because 
he was instrumental in the devel- 
opment of the technology in the 
early 1990s. PHS has a smaller 
range than cellular technology, 
and is supposed to be cheaper, 
but it has not been a commercial 
success because transmission 


‘I learnt a lot of new financial analysts* 
techniques atIWT. But they should not 
be used directly in Japan 1 


company has recently paid NTT 
about Y22Qbn (£Llhn)to take full 
control of Its personal handy- 
phone system business (PHS) - a 
business that has never made a 
profit, and which most analysts, 
believe never wHL 
Mr Tachikawa says he is corn- 


quality Is poor. 

Following the IPO, DoCoMo 
can perhaps afford to keep this 
laggard because the company has 
virtually no debt and the rest of 
. the group is profitable. However, 
there can be no doubt that an 
executive with greater devotion 


to return on capital would 
have refused to buy 
the business. 

In any case, Mr Tachikawa has 
plans for PBS. His engineering 
background becomes apparent as 
he enthuses about the opportuni- 
ties for wireless technology in 
the years ahead. 

"Let’s imagine we are in the 
year SOOST'he says. “There .'will 
be 120m people in Japan, and we 
can provide them with mobile 
voice telephony with our cellular 
system. We can also use that sys- 
tem to provide Interactive car 
navigation systems for the 100 m 
vehicles in Japan. 

“There will be 50m portable 
personal computers by then. Our 
new technology, W-CDMA, will 
provide mobile television and 
internet images on the move . For 
those needing only text, our PHS 
system will do. Indeed, our strat- 


Essential Guide to Keiji Tachikawa 


Education and experience: 
Tachikawa graduated In 
technology at Japan’s elite seat 
of higher education, the 
University of Tokyo, and then in 
1962 Joined NTT, the 
state-owned telecPtos company. 

His first foreign trip was In 
1968, when he was sent to Nasa 
to collaborate on satellite 
systems. He returned to the US 
seven years later with his family, 
to work In New York and then 
won a scholarship to do an MBA 
at MIT, the first employee of NTT 
to do an American MBA. 

HfB tfiesfe was a comparison of 


capifakateing by NTT and AT&T. 
He gained a doctorate in 
engineering in 1982 from the 

University of Tokyo 

Careen Tachikawa is a true 
company man, having only ever 
worked for the one organisation 
- even If DoCoMo is now 
separately quoted, it is still 67 
per cent owned by NTT. He 
moved up through the ranks until 
in 1996 he became senior 
executive vice president at NTT 
Mobile Communications 
Network. 

The company's slogan is ‘DO 
Communications over the . 


MOWte Network 1 - hence 
DoCoMo, although the word also 
means -everywhere" fa 
Japanese. Tachikawa became 
company president this year. 
Motto: "When you think be 
drastic. When you act, be 
steady." 

interests: He is a fan of the 
Yomhiri Giants, the most popular 
and least interesting baseball 
team fa Japan, but in the US he 
supported the New York Metis. 
His goal is to play 1 ,000 
games of goif. He has achieved 
800 to date. 


egy for PHS will be turned by 180 
degrees. It will no longer be 
aimed at voice traffic but data. 
We will be able to use It for 
tracking bicycles - almost the 
only thing apart from umbrellas 
that are stolen in Japan. PHS 
can he used to track the 
country’s 20m pets, or the 
6m motorcycles." 

It is as well that the future 
market is potentially so large, 
because the investments during 
the next few years will also be 
huge. DoCoMo plans to Invest 
Y2JKJ0bn in W-CDMA and about 
Y840bn a year expanding Its cel- 
lular network. 

With the group's cash flow hav- 
ing grown at a compound rate of 
40 per cent during the past three 
years, Mr Tachikawa' s ambitions 
are perhaps justified. But his 
strategy still smacks of the 
traditional Japanese approach 
of expanding sales without 
much concern for return 
on capital. 

As for his own fixture. Mr Tach- 
ikawa is looking forward, eventu- 
ally, to retirement when he will 
finally be able to spend more 
time with his family and on his 
hobbies. He reckons he has 
played about 800 games of golf in 
his lifetime. His target is 1,000. 
“At 20 games a year, I will need 
another 10 years," he says, not 
without relish. 

Hiw golf handicap is a credit- 
able but far from brilliant 19. At 
least it reflects Mr Tachikawa 's 
dedication to his work. Compa- 
nies whose chief executives have 
single-figure golf handicaps are 
rarely stellar performers them- 
selves. 


The Kyoto protocol 
was a remarkable 
achievement but the 
devil may prove to be 
in the detail 

Negotiators from around 

fcL the world meet today in 

Buenos Aires to start 
HaBy work on implementing 

the Kyoto protocol on 
climate change. The protocol, 
agreed after exhaustive 
negotiations last December, is a 
unique International agreement, 
most of all in its wholesale 
introduction of inte rnatio nal 
"market instruments”, such as 
wmiBKinng trading as a of 
controlling greenhouse gases. 

The protocol was also 
remarkable in that it set legally 
binding constraints on 
greenhouse gas emissions in the 
face of powerful lobbying 
and deep international 
divisions. 

Vital in making the agreement 
acceptable to some countries - 
most importantly to the US - 
were provisions to allow 
flexibility about how and 
where the stipulated emission 
reductions are 
carried out 

For example, reforestation and 
other activities that absorb CO, - 
“sinks” - may be offset against 
emission reductions. Another 
provision allows industrialised 
countries to gain emission credits 
by investing in emission-reducing 
projects in developing countries 
through a “clean development . 
mechanism". 

Most contentious of all, the 
protocol says the industrialised 
countries may trade their 
emission commitments, though 
details have yet to be negotiated. 
The Buenos Aires conference will 
set about defining rules and 
procedures for implementing 
emissions trading and other 
flexible mechanisms. 

The ostensible aim of these 
mechanisms is to improve the 
efficiency with which the Kyoto 
commitments are implemented: 
since it does not matter to the 
climate where emissions occur, 
allowing international flexibility 
- in effect, establishing a market 
for exchange of commitments - 
should reduce the cost of meeting 
given goals. 

Unfortunately, the agreement 
as it emerged from the political 
heat of Kyoto, leaves so much 
open that the market 
mechanisms could easily be 
corrupted and abused. 

Some of the east European 
countries whose gmigirinwH had 
collapsed after 1990 - principally 
Russia and the Ukraine - argued 
that their emissions might rise 
sharply again. They insisted on 
an allowance to return their 
emissions to 1990 levels. The 
economic malaise in these 
countries makes it increasingly 
obvious that this will not happen, 
leaving them with a large surplus 
of emission allowances, dubbed 
“hot air” by the EU. 

Allowing them to transfer this 
surplus through the trading 
mechanism will enable OECD 
countries to emit far more than 
their initial allowance. This has 
nothing to do with efficiency - it 
would constitute an abuse of the 
system and unripi - mine the 
legitimacy of emissions trading. 


It would also set a dangerous 
precedent, by suggesting that It 
pays to negotiate surplus 
emission allowances and then to 
profit from the windfall. 

The Buenos Aires conference 
needs to address situations in 
which a country's emissions turn 
out to be far lower than initially 
allocated because of economic 
rather than climate-related 
rhang tm 

Second, foil use of all the 
flexibilities for which countries 
are pressing could render the 
Kyoto commitments too weak to 
solve the problem. If the 
commitments can be met 
principally by trading surplus 
allowances, planting forests in 
developing countries and 
reducing waste in the least 
efficient economies, there will 
not be sufficient incentives to 
develop processes, technologies 
and habits for tackling climate 
change in the long term. 

It would also fail to turn 
investment away from the 
development of extensive new 
carbon-based resources and 
technologies. 

Negotiations should consider 
ways manag ing the flexibility 
mechanisms so as to ensure 
adequate market incentives. 

Third, given the absence of 
credible international 
enforcement, international 
emissions trading must carry 
in-built incentives. 

The rules governing trading 
should establish that emission 
allowances obtained from 
countries that do not comply 
with the protocol’s provisions are 
rendered invalid. Similar 
principles could extend to 
prpject-level mechanisms. 

The value of allowances or 
credits from countries or projects 
that might not comply with the 
rules would thereby be degraded. 

Finally, the protocol's dean 
development mechanism is 
crucial to the success of the 
Kyoto protocol but it is also its 
most dangerous innovation. It is 
wide open to corruption if 
adequate rules and an 
independent overview are not 
developed. These issues cannot 
be resolved by next year, as 
proposed; a longer negotiating 
track is required. 

These discussions need to be 
placed in the context of long-term 
goals- As a guideline, the 
inter national co mmuni ty should 
aim to preserve the possibility of 
stabilising the atmosphere to 
within twice the pre-industrial 
concentrations of the gases. 

The Kyoto targets are barely 
adequate to get us an track fin* 
this, and excessive use or abuse 
of the protocol's flexibilities 
would render such a goal 
impossible. 

Implementing Kyoto without 
reference to any long-term goal is 
like printing money while 
ignoring 

inflation. That is the 
trap that must be 
avoided by the 
negotiations likely to 
be launched at 
Buenos Aires. 

Michael Grubb is an 
Associate Fellow at the Energy 
and Jfomironmental Programme at 
the Royal Institute of 
International Affairs, and a 
visiting professor at the Geneva 
International Academy of 
Environment. 
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The fashion for squashy 
misunderstanding about 

Sofas have two advantages over 
chains. The first is that they are 
better for lounging about in. Tna 
second advantage you can 
probably work art .for yoursett 
Neither one to 

workplace Yet the 
to have become a must-have item 
for the modem corporation. 

At last week’s UK personnel 
managers’ conference in _ . 
t Harrogate the sofa “ 

■ part of the new flexible 

lhe future. The offices of Scottish 
Enterprise were held up as state 
of theam staff pop into the office 
for a "touchdown", they plug in 
fa|rtop*have ft quick 
stand-up mwtiwr la the cafe. «■ 
they can book a few 
conduct meeting on 
The sufo fa bo. popular because 

it lit token to be a democratic 

piece of forailure. Now that the 

boas J# meant to be a team 

player, u does not look ritfit » m 


corporate furniture rests on a complete 
what office seating is meant to do 


engages with the'worid from 
behind a mighty de6 ^- 

Organisations are everted to be 
Jriendlyand approachable, and 
what is more friendly and 

approachable than a squashy - 

sofa or an easy chair? • 

You do not need to look far to 

IVW uu B 4V5- faaWnn fljg 


Dcea armchairs; at British 
Airways the chief additives 

£?> 

1 carted in' to transtarmthe room 
into a thoroughly up-to-date 

conduct any kind - 


to take their 


time. And sloppy seating cannot 
encourage sharp thought 
Moreover any sqfa - especially 
onie that seats more than two - 
makes it impossible to look at the 
person you are supposed to be 
speaking to without swivelling 
round and half falling off the 

things Sofas takes up a lot of 

space, are more expensive than 
ordinary chairs, and fool nobody. 
A big ego does not become a 
from player in view of what beta 
sitting on. - . 

Office furniture should be 
comfortable and practical, which 
means sitting upright at SO 
degrees on your own chair and 
facing the person you are talking 
to. ... 


»** 


$tni mi the subject of bosses in 
the new egalitarian age, consider, 
the case of Keith Todd, chief 

• v • 


sofas 


executive of ICL. Mr Todd is the 
perfect modem manager. He’s a 
self-effacing kind of a guy who 
simply does not possess an ego. 
We know this because he told us 
so in the pages of the FT fast 
week. “I probably am 
unconventional." he confessed. “I 
don’t have an ego." It was fust as 
well that he spelt It out, 
otherwise readers might have 
drawn a. different conclusion. He 
had Just said that the key to 
understanding the way he 
thought and worked was his 
“laser-beam focus". 

_ The other respect in which he 

is typical of the new chief exec is 
in his attitude towards firing 


so much sacking these days there 
is a tendency for them to 
convince themselves that talcing 
away people's jobs Is not only 
natural, but that it is actually, a 
good thing. 

“The changes at ICL have 
involved Totting go’ 2,000 people 
across Europe, This does 
impact," Mr Todd said. Really? 


I 



ITS GGlNCiTOTfixK£ AN OLD BOf&b&XM 

Hand u ke suluwm a mle to 
oer to sjfa wa^MOr 


Does he mean that It ‘impacts' on 
him? Apparently not. Tve never 
found it a problem dealing with 
people about realities,” he went 
on. Well, bully for him. 
Presumably it impacts* on those 
who get the chop, but according 
to Mr Todd that impact is 
thoroughly positive. “Sometimes 
the best thing for the Individual 
as well as the company is a role 
elsewhere,” be assured us. 

This is patronising, 
paternalistic nonsense. Possibly 
same of the 1,000 people will look 
back at their days at ICL and feel 
that being “let go” was the best 


thing that ever happened to 
them. But that Is a judgment for 
thorn to make, not one their 
former boss should make on their 
b ehalf. 


Job title of the week: Corporate 
Diversity Steward. This is a full 
time post at Aetna Reirement 
Services, and the US company is 
sufficiently proud of employing 
someone with that title that ft 
has put out a press release to 
tell us all about ft. 

The fact that there should be a 
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special person in charge of 

diversity comes as no surprise. 
Diversity is a big issue in the US. 
and the way that corporations 
deal with an big issues these 
days is to create a new post, and 
hey presto! to consider the 
matter dealt with. But to can this 
person a steward? Surely 
stewards are people who bring 
you your gin and tonic on 
aeroplanes. 

I have just looked up the word 
in the dictionary and now I 
understand 1 a steward can also 
be an official helping to organise 
a race meeting. 
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FINANCIAL TIMES MONDAY 


INSIDE TRACK 


MANAGEMENT TELEWORKING 

Caught by 
a flash of 
inspiration 


But for many, the 
office is not the best 
place to generate 
ideas, says Alison 
Maitland 

If you’re look in g for 
that flash of Inspira- 
tion, then get out of 
the office. Managers are 
most likely to have their 
bright ideas at home, while 
commuting, or relaxing on 
the beach or golf course, 
according to a survey today. 

Among the least likely 
places for brainwaves are 
the “brainstorming’' sessions 
designed to generate new 
ideas. Only 7 per cent of 
managers say they have 
their most creative thoughts 
in meetings, compared with 
nearly 12 per cent who put 
on their thinking caps in the 
bath or shower. 

The survey of 410 manag- 
ers is published at the start 
of the fifth annual European 
Telework Week, initiated by 
the European Commission to 
promote technology for flexi- 
ble working arrangements. 

More than 5m European 
Union citizens are estimated 
to work away from the office 
on any day, and the number 
of teleworkers is forecast to 
reach 10m by 2000. 

“Creativity benefits from 
periods away from the con- 
straints of the office," says 
Neil McLocklin, head of the 
Workstyie Consultancy 
Group at British Telecom- 
munications, which commis- 
sioned the UK survey with 
the Journal Management 
Today. 

“We’re seeing more and 
more organisations adopt 
flexible working practices, 
partly to get their employees 
to manage their own work- 
loads and be more produc- 
tive, but also to allow them 
valuable thinking time." 

While 52 per cent of 


respondents favoured home, 
commuting or leisure time 
for their cleverest thoughts, 
only 15 per cent opted for 
the office. The survey does 
not reveal how many of 
these had to slip into the 
quiet of the loo or library for 
inspiration. 

But it does show that man- 
agers over 55 are more likely 
than younger ones to have 
their best ideas in meetings. 
Older managers are less 
adapted to using electronic 
media to test ideas and more 
likely to believe that the 
office means work and home 
means switching off. says 
Peter Thomson, chairman of 
the Future Work Forum at 
the UK’s Henley Manage- 
ment College. 

“The younger generation 
has a more flexible attitude 
to when and where they 
work." 

Gender differences show 
up as well. Eighty-two per 
cent of women claimed to be 
more productive working at 
home than in the office, 
against only 43 per cent of 
men. 

That may be because tradi- 
tional work patterns were 
built around a predomi- 
nantly male workforce, says 
Mr Thomson. Women, jug- 
gling many responsibilities. 
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A shadow across 
the political stage 


Bowler brainwave: good Ideas often h8ve a hotnefy quaBty 


are obliged to manage their 
time better, especially 
at home. 

“I think there's still a 
macho culture saying that 
working at home is for nam- 
by-pambies and women who 
have to look after kids, while 
us real people have to come 
to work to get a job done.” 

That seems liable to 


Where do you haw your best ideas? 
Per cot 


Attune .. 

WMacomnuitag 

During leisure activfttssf 
onfeBboedt •• 

ta tin office 

IntfwtMtt Va to w w - 
In meetings/ 
bnMomikig sessions 

VKhen traefing ‘ 

In bedfet light 
Otter • 

Sours: 877ttxaserrKBtTc&y 




change. Some 30 per cent of 
respondents said they 
worked from home at least 
once a week, and 77 per cent 
said they were able to e-mail 
their office from home. 

If teleworking grows as 
forecast; might the office 
become the quiet place for 
creative thinking away from 
the distractions of work on 
the road or in the home? 

“It’s a possibility," says 
Jan Kline ken berg, h uman 

resources director of Inter- 
polis, a Dutch insurance 
company that has instigated 
a revolution in its working 
practices. 

At the Rabobank-owned 
company, no one has an 
individual desk, explains Mr 
Klinckenberg. Staff have 
portable “flexicases" con- 
taining their files, belong- 
ings and telephone set Mail 
is picked up ata “mail wall". 
Office space is divided into 
meeting rooms, coffee cor- 
ners, research areas and 
“cockpits" - tiny offices 



iiif ittfffi. 

Breakaways* 

A irloown ,*l desiiutunn 
dllcrinj; 

'NtVilirnJ bicatiwavi'- 
ANTVCT RP Horn 

BF, 


9-20 am 

Radisson SAS hotel 


F 4,900 

BLRIIN fnxn 

DM 260 

COPLNHAlitN liitoi 

DKK 825 

DUBIJN Irani 

I£P 14 0 

MILAN than 

ITL 


The recipe- fyr %.■ " 
perfect;weei^n4j. : ' ; 


( iSLrt tram 

NOK 

PRAGUE tram 

CZK 


Radisson SAS 

i HOTELS WORLDWIDE 

The difference is genuine. 

Experience the difference with our Weekend Breakaways package. It's the ideal escape 
for you and someone special. From lop shows to your favourite stores, famous sites 
lo sports events, from dancing and dining to every other entertainment imaginable, 
you can always find an excuse to enjoy the finest hospitality at your favourite 
destination. Never before has so much excitement been so affordable. Moke your 
reservation soon - availability is limited, unlike our service. 

For reservations at more than 360 hotels worldwide, call toll-free 
in the United Kingdom: 0800 374411, France: 0800 91 6060, 
Netherlands: 0800 022 7064, Belgium: 0800 I 9898, 

Germany: 0130 81 44 42, Spain: 900 95 3534 or nan toll-free from any 
other country: +353 1706 0284. Visit us at http://www.radIsson.com 
or contact your travel agent. 
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Hutton Getty 

equipped with desk, chair 
and PC for intense work. 

“Financial sector compa- 
nies are mostly a bit 
old-fashioned and s t uffy and 
not very cooperative with 
their customers. We wanted 
to change tins culture rap- 
idly." he says. 

There are desks for only 80 
per cent of the 1,500 staff 
who work in the new 20-sto- 
rey building in Tilburg, com- 
pared with 120 per cent pro- 
vision in the old InterpoHs 
building. The calculation is 
that at any one time the rest 
erf the staff will be visiting 
customers, teleworking, on 
holiday or off sick. 

Most employees have 
responded to the ahang pg 
enthusiastically, with only a 
handful leaving the com- 
pany or taking sick leave, he 
says. 

The next target is for half 
the workforce - which is 
expected to grow from 2,500 
to 3/100 - to be working from 
home for part of each week 
within five years. 

The move to teleworking, 
which will be optional, is 
driven by the need to recruit 
in a tight labour sector and 
by socio-economic change, 
says Mr Klinckenberg. The 
company is open from 7am 
to 9pm each day. “There are 
a lot of families where both 
the mnn and the woman are 
working. We think they 
should make their own deci- 
sions about when and where 
they work." 


The murder of Aldo Moro has proved to 
be a powerful symbol and particularly so 
during the current changes in government: 

War - ensured that Italy 
remained dominated by 
Christian Democracy. 

Then in the spring of 1978. 
More and the PCI'S leader. * 
Enrico Beriinguer, looked 
set to agree a “historic 
compromise” that would 
create an administration still 
led fry the Christian 
Democrats but which gave 
the communists a role in 
government 
More was on his way to 
parliament to announce this 
plan when he was brutally 
kidnapped and his five 
bodyguards murdered. 
Twenty years on. mystery 
still surrounds bis abduction 
and subsequent 
assa ssin ation. 

The Red Brigades had 


Travelling to work I . 
sometimes pass the spot in 
the centre of Rome where 
they found the body of Aldo 
Moro. 

A little more than 20 years 
ago, on March 16 1978, the 
farm er prime minister and 

leader of the once mighty 
Christian Democratic party 
was kidnapped by the Red 
Brigades, a left- wing 
revolutionary group, on his 
way to parliament. 

Fifty-five days later, in 
wbat for many, was the 
most dramatic event of 
post-war Italian history, his 
bullet-ridden body was found 
in tie hoot of a red Renault 
in Rome’s Via Caetani. 

The murder took place in 
the thick of terrorism that 
hit Daly in the 1970s and 
1980s - years that saw the 
assassination of leading 
figures in government, the 
military and judiciary by 
left-wing and right-wing 
extremists. 

It is regarded as the most 
searing of those events. But 
what has been striking 
recently is how the shadow 
of the, man still lies across 
the Italian political stage. 

As Massimo D'Alema has 
gone about forming a new 
government - bringing 
together ex-communists and 
Christian Democrats - the 
life and death of More has 
been on the minds of the 
country’s political leaders. 

Bis assassination was 
si gnificant because it came 
at wbat promised to be a 
turning-point for pott-war 
Italy. In early 1978, the 
62-year-old Christian 
Democrat leader was 
proposing that Italy's mighty 
communist party — the PCI 
- should be brought into . 
“the area of government^ for 
the first time. 

Until then. Italy had been 
ruled by the centre-right 
Christian Democrats in 
alliances that excluded the 
co mmunis ts, even rtimi gh 
the PCI had a significant 
proportion of the popular 
vote. 

A range of factors — 
including the determination 
of Washington that 
communists must never get 
their hands on an Italian 
government during the Cold 


The assassination 
came at what 
promised to be a 
turning-point for 
post-war Italy’ 


strong motives to kidnap 
Moro, sure enough. Their 
fear was that the entry of 
the main party of the left 
into government would - - 
undermine the aims and 
ideals of their own left-wing 

p y f roml gt Tnnv flmMit 

But many traditional 
Christian Democrats 
opposed to an alliance with 
the PCI also bad much to 
gain from seeing Moro 
eliminated at such a critical 
m omen t. 

Many say that the 
Christian Democrat 
government of the time - led 
by Giulio Andreotti - did 
not try hard enough to 
recapture Moro. foiling even 
to negotiate with his captors 
in the first place. Others are 
convinced there was a 
conspiracy between the Red 
Brigades and the Christian 
Democrats, with ministers 
and terrorists engaged in a 
bloody plan to destroy 
Mora’s compromise with 
Beriinguer. 

Mr D’Alema has now 
fulfilled Mara’s plan, except 
in reverse. Hie and his party 


are i 1 n f niTmuinlBtiB nrluifcgii 
the govenunert. butting 
rely for a majority ana; .. 
small group of Christian _ 
Democrats, led by Francesco 
Cossiga. the former 
president of the Italian : . 
republic. 

Mr D’Alema has drawn on 
what Moro was trying to . 
achieve as a tegitlmisauon erf 
his government. The arrival 
of an ex-communist at the . 
summit of political power 
has drawn sharp attacks 
from the Vatican and the 
Italian right in recent days. 

But Mr D'Alema has bees 
keen to remind the public 
that Moro started a process 
of reconciliation with 
Communism 20 years ago, 
“We are now at the latest . 
stage erf a long relationship 
between the left and the 
Catholic world " 

Mr Cossiga's comments 
have been more striking. 
One of the leading Christian 
Democrats of the last 
quarter century, he was 
interior minister at the time 
of the Moro kidnapping, and 
resigned the day after the. 
body was found. 

The haunting experience 
of those days has left a deep 
psychological wound. 

For Mr Cossiga, now 70, 
the formation of a 
government with Mr 
D'Alema appears to be 
cathartic after much 
personal pain. “For me, this 
is the definitive service to 
the nation, the completion of 
my duty towards the 
memory and political 
strategy of Aldo Moro," he 
says. 

Some observers win be 
cynical about Mr Cossiga’s 
reflections. In their view, his 
real a™ in recreating the: 
“historic compromise" is to 
turn back the dock to the 
days when Italian - 
governments were created 
and destroyed by cosy deals 
in the palazzo. without 
political leaders ever having 
recourse to a general 
election and the will erf the - 
people. 

But many Italians believe 
that leading Christian 
Democrats still harbour 
some terrible secrets about 
their rule in the events of 
3978. 

Francesco Cossiga is a 
complex man. Only he can 
really know why he owes a 
debt to the memory of Aldo 
Moro. 



TIM JACKSON 

ON THE WEB 


Hard sell for software 


Digital River has recognised a business opportunity in tackling 
the problems which have limited the use of software download 


Of all the business 
opportunities in electronic 
commerce, you would expect 
selling software for 
download over the web to be 
one of the earliest to 
succeed. . ' 

Software, after alL is a • 
purely digital product that 
fits the demographics of 
internet users perfectly, and . 
is sold by companies that 
understand the internet for 
better than book publishers 
or record labels. 

Yet, according to Forrester 
Research, less than . . 
one-sixtieth of the 
$12bn-worth of software sold 
last year was distributed 
electronically. Digital River, 
a company that specialises 
in electronic software 
download, says there are 
three reasons for this limited 
penetration. 

One is that software 
vendors, in a bid to avoid 
losing control of their 
intellectual property over 
the web, have usually 
required customers to 
telephone for a password 
before using a downloaded 
package - thus removing 
much of the attraction of the 
exercise. 

Another is that vendors 
have not yet learned the 
merchandising stmts an the 
web that are common to 
every manager of a 
computer superstore or 
mail-order cataloguer. 

The third is bandwidth - 
nobody wants to download 
200 megabytes of data off the 

web. 

Digital River, which has 
been doing meaningful sales 
volumes only since last year. 


sees a business opportunity 
in solving the first two of 
these three problems. 

Instead of becoming a 
reseller of software in its 
own right it offers a set of 
tools for software publishers 
and retailers which makes it 
easier and quicker to sell 
downloaded software over 
the web. 

The company offers a fully 
outsourced service. It 
provides web servers to store 
the program files that are 
the goods being sold; a set of 
front-end technologies, 
complete with payment 

mpf hnnigTmr; and • 
merchandising advice to 
help companies improve 
sales. 

Better still, it can provide 
this package in a way that is 
completely hidden from the 
customer. So you can buy 
downloaded software from 

Corel, for instance, without 
realising the back end is 
bandied by Digital River. 

Corel apart, the company’s 
biggest software brand is 
Lotus Development. Digital 
River also rfatwm to do 
business with 1,600 
publishers, up from 350 in 
January. It has also sighed 
up 500 resellers, up from 50 
in January, of whom the 
most prominent are 
Cyberian Outpost and Micro 
Warehouse. In total, the 
company holds an 
“inventory" of 1K.0Q0 ' 
applications - which it 
dawns is the world’s largest 
online database of software 
products. 

The business proposition 
is straightforward. Unless 
they are big enough to 
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negotiate better terms, . 
software publishers have to 
pay Digital Diver 20 per cent 
of the receipts from buyers. 

Resellers get a different 
deal Digital River will set 
up a web store for them at 
zero upfront cost,' in return, 
it collects 85 per cent erf the 
total revenues, leaving the 
reseller with 15 per cent of 
the take for essentially doing 
nothing other than 
providing a home-page link 

This second business 
model, which a recent 
statutory filing at the SEC 
revealed accounted for only 
5 per cent of revenues in the 
first quarter of 1998, is a neat 
twist on Amazon.com’s 
associates programme. 

- Web sites that point to 
Amazon get a commission 
on sales they generate. 
Digital River turns that 
model cm its head by 
allowing the associate to 
pose as the prihcipal in the 
transaction. (Customers will 
realise who they are really 
doing business with, 
however, when the 
credit-card statement 
arrives). 

But the company can add 
useful value to both sets of 
clients - largely by applying 
its experience in laying out 
web pages and in the 
electronic merchandising of 
products. Using Corel as a 
case study, it claims that 
Corel switched to 
outsourcing its download 
sales after a year of running 
the operation in-house, and 
saw a 450 per cent sales 
“crease in less than a year 
after moving to Digital 
River. 


The company can do for 
less about the third problem 
- the high price and limited 
availability of internet 
bandwidth. Digital River 
says the average program 
the company offers is around 
20MB in size which takes 
around 80 minutes to 
download using a 56K 
modem. 

Even so. Digital River’s 
numbers look impressive. 
Last quarter sales were 
85.8m, against $2 ,3m in the 
first quarter of the year. For 
the business to take a 
significant bite out of total 
software sales two thing s 
win probably have to 
happen. 

One is that big businesses 
start using software 
download as a purchase 
mechanism. (A survey of the 
company’s European 
customers showed a 
surprisingly high percentage 
downloading from a 
standard telephone line, and 
more than 40 per cent came 
from companies with fewer 
than 49 employees). The 
other is that bandwidth 
becomes cheap and plentiful 
With exciting broadband 
technologies on the horizon, 
including satellite-based 
systems, it is easy to 
imagine a day when the 
majority of software is 
downloaded rather than 
shrink-wrapped. 

The challenge for Digit* 1 
River will be to continue to 
justify its place to the vaIua 
chain as payment -, 

mechanisms and e-commerce 

web solutions become 
commodity products that 
publishers and resellers can 
buy off the shelf. — . 

timjacksariqpabQZ.c0ttt 
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TRAVEL UPDATE 


)SS \ Fast ,l9ht rail ,j nk from JFK to NY city centre at fast 

/ NewYAA.^ i 


age 
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New York is finally getting 
rts act together t° provide 

e fast transport link 

i*a^Yeen the city centre 
and John F. Kennedy 
airport; writes Ferro! Kahn. 

The Port Authority of 
New York and New Jersey 
is to announce that 
funding for a $l.5bn 
(£880,000) light railway has 
been agreed. The service' 

wm reduce the journey to 

Manhattan from as much 

as two hours to only 45 
minutes. 

“The problem of bad 

access between JFK and 


Confusion reigns 
over euro 
introduction 

Corporate travellers will be 
among the first to use the 
euro as a practical currency, 
but with only weeks before 
its introduction they remain 
unsure as to how it win 
affect them, writes Amon 
Cohen. 

According to a survey by 
America! Express of 400 
European business travellers 
and purchasing managers, 
75 per cent of travellers 
have not been briefed by 
their companies, with 52 per 
cent claiming they have not 
been sufficiently informed. 
Fifty-five per cent of 
purchasing managers say 
they also need more 
information on the 
implications of the currency. 

Their confusion is not 
surprising. Travel 
professionals themselves are 
divided over how the euro 
will affect their business - 
something which was 
evident at last week's Am ex 
Business Forum in 
Amsterdam, where the 
survey findings were 
announced. Divisions 
emerged over whether 
airlines and other travel 
suppliers will reduce their 
prices as a result of a unified 
currency exposing price 
differentials within EU 
member states. For 
Instance, a flight from Paris 
to Frankfurt can be priced 
quite differently than a flight 
from Frankfurt to Paris. 

Maria Lifia, Amex head of 
business travel for Europe, 
told the audience: *1 firmly 
believe that transparency will 
lead to cost reduction." 
Companies’ travel 
management costs will also 


the city has been bidding 
°P for some 15 years, 
orotSng the dty» 3 

co^petHweness,* said 

Pater Zantai, managing 
director for Europe at the 
Port Authority. “A new rail 
•ink win increase our 
position as the nation’s 
number arm international 
airport" 

The fine will be a boon 


it wfil not onfy make 
Manh attan accessible via 
Penn station but 
enable passengers to go 
directly to Long Island. The 


Sl-5brv tourist, market mi • ' 
also benefit . . 

The Afrtrafa wiU loop - 
around the afrport, 
connecting airfare 
terminate in about eight 
minutes. From there, It w3i 
extend to Jamaica Centre - 
and Howard Beach subway 
Station hi Brooklyn; 

More than eight miles 
i long, it wfll open irv stages: 
Howard Beach in 2002 and 
Jamaica in 2003. The - 
connections from Jamaica 
include the subway, some 
1,000 trains .on toe Long 
tefahd Rail Road and 40 


local.bwfeMt.Tlii 
devetopmentlspart ofa 
$7-4bn investment ■ 
programme undertaken at 
the-akpoft,., ■ 

■1 The Lufthansa; Air " 
France, Korean and JAL 
TennmaH recently 
com p l e ted end British 

Airways is breasting Si 50m 

in'its Teiminal 7. 
i ; American Airlines, which 
Iras finished a $220m 
renovation progr am me at 
Terminals 8/9,is 
eoqMndng.frpm .35to 60 . 
gates in a Sibil • 
construction. I' 


IN BRIEF 


fait as a result of dispensing 
with currency exchange . 
administration, she argued. 

BA to revamp 
economy class 

British Airways wiM unveil a 
sweeping re-vamp of its ; 
economy daaa cabins ihrs 
week. The airline is expected 
to announce improvements 
including newly designed ■ 
seats with more leg room 
and personal video screens 
for each passenger. 

Meanwhile, BA has tied up 
a code share agreement 
with Emirates. From • • 
December 1, its flights from 
London Heathrow to Abu 
Dhabi win also bear the 
Gulf-based airline's codes 
and Emirates’ services ■ 
between Manchester and 
Dubai will cany the British. 

; Airways prefix. 

An Emirates spokesperson 
said that, on some routes . 
where it was not yet 
possible, passengers 
changing from one carrier to 
the other to catch 
connecting flights would be 
able to check their bags . 


through to their Anal 
destinations. 

Air tax dropped 

Travellers to Canaria from 
this week will no longer have 
to fork out a C$15 (£5.80) 
tax. The tax was to cover 
charges for air traffic 
control. Informa ti on and 
other navigation assistance 
In Canadian airspace. 

But the country’s 
navigation authority, which is 
no longer government 
funded, has switched to a 
system of fees for its 
services. 

This meats a bigger shoe 
of the costs is being borne 
by users other than airfnes. 
The authority, Nav Canada, 
says the move is saving 
passengers C$1 00m a year 
and that efficiencies have 
cut planned charges by 
10-20 per cent below those 
envisaged when toe changes 
were first announced. .- - 

In brief 

• Belgium's Sabena has 
launched what it calls 
"happy hour” deals on some 


Lflceiy weather hrlhe Jeadng business centres 


Hong Koto 


London ! 
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flights to Brussels from UK 
and Irish airports. Customers 
travelling on specified flights 
save 25 per canton the 
lowest one-way business 
fare and 50 per cent on 
round tips. Prices from 
London Heathrow, for 
example, start at £120, : 
including taxes. 

• Watch your laptops on 
the COte d'Azur. Business 
travellers despatched to the 
Cannes area should be 
aware of a rash of bag 
snatching from cars. While 
drivers are waiting at traffic 
lights, thieves puB alongside 
on motorcycles and grab 
valuables left on seats. 

• Guests staying at 
Manchester Airport’s new 
£35m Radisson SAS hotel, 
which opened yesterday, 
can walk straight to 
reception from the terminals. 
The 360-room property says 
it has already won meetings 
and other corporate 
business worth £2m. 

• Remote control 
televisions you can watch 
from the bath and “hands 
free" telephones are two of 
the extra luxuries installed 
by toe Peninsula New York, 
in midtown Manhattan, 
which has re-opened after a 
renovation programme 
costtog an estimated ■ 
$45m-$50m. 

• Two months after toe 
crash of Flight 111 off Nova 

' Scotia, Swissair is switching 
off an entertainment system 
on its MD-11 aircraft as a 
precautionary measure. 

• Cyprus Airways was 
forced to shelve plans . to 

1 introduce non-smoking 

flights after cabin staff 
threatened not to comply to 
protest at the 

exemption of pilots from the 
ban. 

Roger/Bray 
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BUSINESS TRAVEL AIRPORT OPENINGS 


A departure in chaos 


Malpensa’s opening is the latest example of an airport opening 
that has gone far from smoothly, says Gillian Upton 


Anyone travelling to 
Milan over the last 
» * 3 week win have found 
out the hard way about the 
new airport arrangements in 
the dty. Long flight delays 
and equally long journeys to 
an airport outside the city 
marred the opening of the 
new Malpensa airport on 
October 25. 

Passengers had been used 
to linate airport, a mere 20 
minutes by cab from the city 
centre, and mainly used for 
European and domestic 
flights. 

But the journey from 
downtown was made wuepe 
by massive congestion on 
arrival as a pesult of demon- 
strations. Linate airport had 
been designed to accommo- 
date a maximum of 7m pas- 
sengers each year but some 
14m passengers were due to 
squeeze through its doors 
during 1998. 

The airport is often fog 
hound,' leading to cancella- 
tions, and could only take 
aircraft up to Boeing 767 
size. To add to Its troubles, 
the green lobby had become 
more active. 

linate wfil now continue 
as a domestic airport mainly 
serving the Milan-Rome 
shuttle. For the past 15 years 
the Lombardy region had 
been campaigning for a new 
international hub airport. 
Rome, naturally, resented 
the competition. 

The decision to build a 


new L2.200bn (fl-3bn) termi- 
nal at Malpensa and move 
all flights there was highly 
controversial - and led to a 
fierce battle between the 
Italian government and the 
European Commission this 
year. The way the move was 
executed, however, had 
disastrous consequences for 
travellers. 

Brussels and other Euro- 
pean airlines argued that 
Malpensa should only open 
once proper road and rail 
connections to the dty cen- 
tre were in place. The motor- 
way to Milan has yet to be 
expanded and there will be 
no express rail connection 
until next May. Travellers 
now have the option of 
either using a bus service, 
paying around L120.000 ($73) 
for a taxi, or driving, which 
will take at least an hour. 
The new rail link, when it 
eventually operates, will 
take 37 minutes. 

Confbsion reigns as to 
which airport to go to, for 
not all airlines transferred 
all of their services. Under 
the Italian compromise with 
Brussels, some 34 per cent of 
flights have remained at Lin- 
ate. These will have to move 
to Malpensa once the new 
road and rail links are com- 
pleted. 

The Malpensa experience 
will be familiar to frequent 
business travellers. Opening 
a new airport Is a huge and 
complex logistical exercise 
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and few airport authorities 
seem to get it right. 
Only a fortnight ago Oslo 
opened a new airport with- 
out a rail link to 
downtown. 

“The interface between 
rail and air is key,” said 
transport analyst Chris 
Tarry from Dresdner Klein- 
wort Benson. “Airports are 
increasingly being sited out- 


Opening a new 
airport is a huge 
and complex 
logistical 
exercise 


side cities and you need a 
public transport system to 
make it work.” 

Fresh in frequent travel- 
lers* memories is the disap- 
pointment of the much- 
hyped new airports 
in Hong Kong and Kuala 
Lumpur. Both opened within 
days of each other this sum- 
mer and much farther away 
from the dty centres. 

It was computer failure 
which dogged their early 
days. Flight, baggage and 
cargo delays were put down 
to computer failure at Chek 
Lap Kok in Hong Kong and 
passengers were denied the 
comfort of private airline 
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lounges during their wait as 
few had opened. 

The government had 
forced the opening in July 
rather than wait for a later 
date in September. 

It was also computer fail- 
ure which caused havoc with 
baggage retrieval at Malay- 
sia’s new £1.4bn airport in 
Sepang, outside Kuala Lum- 
pur, the week before Hong 
Kong's opening. 

But Denver airport takes 
the prize, however, for the 
worst airport opening. A 
new-fangled computerised 
baggage system sent bags 
flying into the air Tather 
than around the 
carousel 

These events make- the 
move from the old to new 
airports at Munich in May 
1992 a textbook case. Munich 
Riem closed at 10pm on May 
16 and seven hours later the 
new airport opened. It went 
like clockwork. Munich’s 
luggage and baggage 
systems, for example, were 
tested for 12 months prior to 
opening. 

“We did it in one night 
and everything went well," 
said airport spokesperson 
Robert Wfihem. “We learnt 
that testing and more testing 
is vital. The typical German 
goal of perfection 
is a good thing in this 
respect" 

The days of city centre air- 
ports are numbered and 
travellers in the next millen- 
nium will be travelling far 
ther from downtown to 
reach airports. 
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BUSINESS EDUCATION MBA DIARY 


Mastering 
the art of 



f©/VS FROM CAMPUS 


reinvention 


A year at Cranfield 
School of 

Management makes 
a new man of 

Steven Sonsino 


■ggnwhen I realised it 
was not a game, sud- 
denly I began to 
sweat. Two directors and the 
group development manager 
for an international consul- 
tancy had driven from their 
headquarters just to see me 
and a colleague on the 
full-time MBA programme at 
Cranfield School of Manage- 
ment . 

I could not understand 
why an MBA project on 
human resource strategy 
had attracted such a 
high-powered audience. 
Surely we should have gone 
to see them? 

It was then that I realised 
this was for real. After the 
exhausting and endless 
cramming of analytical 
tools, the projects of the 
third and fourth terms were 
not just opportunities to 
practise the management 
techniques and interpersonal 
skills we had been develop- 
ing. They were to show us 
that we had already become 
tomorrow’s managers. It was 
frightening and exhilarating 
in equal measure. 

The same scene was 
repeated in project after 
project across my key strat- 
egy and human resource 
electives. I wondered, for 
example, why Colin Shar- 
mfln , Internatio nal chairman 
at KPMG, welcomed us. 
Didn't he have better filings 
to do than listen to upstart 
MBA students? 

I suppose the idea that we 
might bring a fresh angle to 
issues that had frustrated 
the best minds even of inter- 
national consulting firms 
was electrifying. I felt. In the 
background, a profound 
sense of relief that the 
investment of so much of my 


time and money was begin- 
ning to come to fruition. But 
there was something else, 
too, harder to pin down. 

It felt as tf I had mentally 
crossed an immense barrier, 
but without realising it. I felt 
calmer somehow, more cer- 
tain. And my wife Jacque- 
line noticed this, too. 

"You're more confident 
than you were a year ago," 
she said one evening. It was 
the first night we had spent 
alone together for almost 
two months. We went to bed 
before midnight and I fell 
asleep trying to remember 
the last time I had turned in 
before 2am. 

Over the next few weeks 
my thoughts repeatedly 
returned to her comments. 1 
knew what she meant, I 
thought, but it was not as if 
I had been larking in confi- 
dence before. Where had the 
extra come from? 

I was nowhere near a solu- 
tion when I received a note 
from Martyn Jones, then the 
director of the full-thne MBA 
programme. Tuesday is an 
interview day for prospec- 
tive students, be said. We 
usually "expose" the stu- 
dents to a lecture, but exams 
meant this would not be pos- 
sible. Could he rerun one of 
my project presentations on 
that day? I immediately 
agreed. 

And then I asked myself 
why? The three-hour busi- 
ness law exam, scheduled for 
2pm that afternoon, was the 
stiffest facing me the whole 
term. Why had 1 agreed 
when 1 really needed the 
time to cram? 

Then it occurred to me 
that it did not matter. An 
exam is hardly a realistic 
assessment of a manager's 
abilities, anyway. And I had 
already picked up as much 
as I wanted from lectures, 
class discussions and read- 
ing. An extra few hours to 
memorise case law meant 
nothing in comparison with 
the opportunity to meet next 



SchnuUensee 


takes over the 


top Job at MIT 


Fifl drcfe A year of exhausting work has taken Steven Sonsino from ttadaot to ftdy fiadgad MBA 


David Ahmed 


year’s would-be MBA stu- 
dents. 

And that was it, I realised; 
I had crossed over and was 
no longer a student - I was 
an MBA- With that realisa- 
tion the rest of the final 
term flew by, punctuated 
only by a panel interview 
with professors and faculty 
at Cranfield, 

The interview followed my 
second big realisation - that 
I did not have to relaunch 


with top teams exploring 
strategic leadership and 
change management issues, 
among many other thing s. 

So now my relationship 
with Cranfield is different. 
While last week I was there 
for. orientation week, elected 
to help coach the 1996-99 
Intake through the transi- 
tion from manager to stu- 
dent, now I am here to sup- 
port them as a member of 
the strategy faculty. I am 


The author, who owns a small 
training company in south-east 
England, has recently completed a 
one-year MBA programme at 
Cranfield University School of 
Management. This is the final 
instalment of his diary 


my existing company or 
start a consulting business 
to continue working at a 
high level in the strategy 
and human resource fields. 
Why reinvent the wheel 
when I could reinvent myself 
and work for a leading busi- 
ness school? 

Some hours after the gru- 
elling interview, Leo Mur- 
ray, director of the school, 
called me in to tell me I had 
secured the teaching fellow- 
ship in strategic manage- 
ment. My brief? To work 


very excited by the prospect 

My wife is also excited and 
has astonished me by her 
wholehearted support for the 
nhang p of direction, despite 
having been an MBA widow 
for a year. 

The only niggle at the 
back of my mind during our 
celebrations was how col- 
leagues at my t r ai ning com- 
pany in Surrey would 
respond to the news of my 
appointment. I can, of 
course, continue to act as a 
consultant for them, as well 


as provide business leads, 
bat my day-to-day involve- 
ment will fiwfafr now I am to 
be based at Cranfield. ' 

I did spend some time, but 
not nearly v n on g **, discuss- 
ing with manager Mike 
Bowen, now a director, how 
to transfer rti* day-to-day 
operations of rfr* business 

intr> his And. some- 

how I had to pass on as 
many of the practical pri nts 
from the MBA as I could as 
soon as possible. 

But we soon agreed that 
this particular transition 
would have to continue over 
a much longer period. It had 
taken me a solid year to 
learn all tools «nd tech- 
niques of marketing 
finance, for example. How 

COUld I mmrm ml raif A even a 

fraction of my learning to 

him and hie team In g fort- 
night? Did they even want 
that? 

As the new term gets 
under way I find myself 
wondering, is an MBA year 
out from the workplace 
worth the money? Is it worth 

missing Hip family m faring 

the sleep and mitring the 
salary? Far me the an s wer is 
a resounding yes, but far 
many people the answer 
may be "it depends”. 

My MBA has provided a 
continuous stream of per- 
sonal challenges, same of 
which I Hm friad hand on, oth- 
ers I hardly bargained for 
and still -struggle with. On 
haiATiffp, thoug h , the oppor- 
tunity to develop a greater 


and aware- 
ness of my own skills and 
attitudes to business, 
together with working 
through the messy process 
at HtuHrig iha critical bal- 
ance between work and fan*- 
fly fife, is something I would 
not have traded for any- 
thing. 

- This process has been, so 

rf gtifffmnl far m ft that I am 
sure it Is the Inherent value 
Of mvWfalring an MBA. In' 
other words, the programme 
is not about gamming far 
ptpwip or memorising the 
latest business Ja rgon. The 
value of the degree depends 
entirely on your own desire 
and ahOhy to forge long-last- 
ing relationships during the 
progr a mme, and - particu- 
larly - cn how modi change 
you as prepared to embrace 
as an imfividnaL • 

Having captured fids idea 
in my diary I remembered 
the first time I had met 
Martyn Ames, at the London 
MBA fair two years ago. I 
remembered that this was 
the very point he wmito 
to me wheal first asked him 
whether it was worth doing 
an MBA. 

Now when people ask me 
whether an MBA is worth 
doing I find I am the one 
a«Hti|- "How much change 
are you prepared to 
embrace?” And l realised I 
had come full circle - that it 
was time now to put the the- 
ory into practice. 

My MBA makeover was 


The Massachusetts Instflute 
of Technology’s Sloan 
School of Mana gement haa 

named Richard 

Schmelensee as its new 
dean, following the summer 
departure of (Sen Urban. 
Prof Schmelensee, who 
served on rraekJent George 
Bush’s Councfl of Economic 
Advisers, is an authority an 
regulatory and antitrust - 
policy, and wffl be an expert 
witness In the federal 
government's case against 
Microsoft: . 

"Dick wasa valued 
member of my Councfl of 
Economi c Advisers," said 
President Bush. "MITte 
lucky to have Wm." 

Prof.Schmalensee served 
as deputy dean under Prof 
UrbiBi between 1996 and 
1998 md has been Interim 
dean atnoe July. His focus 
wffl be on enhancing the 
school's feeflfties, deepening 
connection* to other schools 
at MFT, and Improving Inks 
to the business community. 

. The new dean, who hab 
from fSinois, received both 
an undergraduate and 
doctoral degree from MIT. 


The Simon school plus to 
begin the programme in 
September 1998. . 

• The Simon school has 
ateo a nn ounced an MBA 
ap e daBato torr in brand - 
management, ran by the . 
school's marketing 
depa rt me n t 
Simon school 
www&sbJochast&Adu .- 


Fiscal course lor 
high flyers 



Tbe Urtverahy of Bath " 
School erf Manag ement , in 
the UK, has joined fames 
with foe SGS Group (SodSte 
G6n6rato de Survafflenaa}, 
the Geneva-based 
Inspection, and verification 
group, to launch an MBA 
programme which focuses 
on fiscal pofley and taxation. 

The programme is 
specifically ekned at 
high-ranking government 
fiscal managers from 
developing countries and is 
intended to help build 
stronger economies in 
developing countries.. 
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Barclays backs 
entrepreneurs 


Double dose 


of learning 


The increasing pressure on 
doctors to prove they can . 
hvxfle balance sheets as 
effectively as bad backs has 
led the Simon school, at the 
University of Rochester In 
Naw York, to set up a joint 
MD and MBA p rogr a m me in 
conjunction with the 
university^ school of 
medicine and dentistry. 

The Joint programme wID 
enable students to achieve 
both degrees in five years - 
one year lass than the time 
needed to comptete both 
degree s Indepen de ntty.The 
course involves the metfeal 
students spending much of 
their summer holidays to 
management training. 


financial services group 
Barclays is providing £i j>m 
funding over five years to 
establish a centre far 
entrepreneurship at Durham 
University Business School 
writas Chris Vgho. 

The Barclays Centre for 
Bitrepreneurshtp alms to 
develop entrepreneurial . 
behaviour not only for the 
benefit of UK business but 
across society. 

The Centre’s programme 
wffl Include a part-time MA 
entrepreneurship course, 
piloted this year, the 
development of 
entrepreneurshfo training 
packages and the creation 
of education and 
consultancy packages 
around personal, business, 
organisation and stakeholder 
development themes. 
Durham: http// 
www.dbr.ac. uk/dubs/$bc/ . 
sbcJitm 


MonMlianftellMtfronCaiapM stated besMtte Ms Brarttm, 

The Financial Times, One Southwark Bridga, London SE1 8H. 

TaL 44 171 873 4673 Fax 44 171 873 3950 



if ^ 

^1,. 


Wide 



























HE.H 


2 




^vpNCUlrwe „ ON 


Novembers isss * 


15 


THE ARTS 


•l'l.j 1 « 

•■'•wiiuaf 

1 ! ‘ *' r ancJ 



.■fctJKft,, 


Pdu 


ti.s 
inj v 
tir.,-1 


:our se 

rers 

B,ith 

torcej 

; J .y '•"*> lSO(Vy 

h ’i'll 

"'"cam* 

‘ MBA 

fOCVi^ 

■' r ' Jnd lai 

.irnioM ***■ 

-i*r w*0 ji 

* Mnrnein 
W 1 *-. irom 

».' l | 1,!ri, * E 
t’uiid 
ijriunu- ^ 
r.fyrilriK 

ys backs 
reneurs 

grom 

rt' -vi.jmg Cl an 
• lf :, 'V M ars to 

• ■I'PJlotCl 

-V. Durham 
";"••• Schw 

- "nirr | a 
■•* ItTMo 

•I-: 

' ■••T' 1*3* 
i.”' r-^j^ssha 
•r 1 . 

5 •« 

M‘ ■“■ • • .'!irv? 

!• ihi' 

» •• , ' 

.T 

•’ . I ■ 

... • ' 

•• ' ; - AeVjF 

• - ■* 

•»F' 

V iP; 


.1? S3 EraJsJM. 




STOCKHOLM ./ 

Jy* ts lhfrsublae» flf 

SeshS* - 

PARIS ‘ 

An unusual pairing of one^ct 

and L ’enter* des 
^™?9es. opens at tha Palais 

At the Theatre de la Vfflle, 
”«en Vincent directs La Nfatf 
English as 

Twefltt Afighf - by Shakespeare. 


“ ‘ fv-.; . 

lRwfta|a^Concertseboiw visfts 
the Festival Hafl onT)**8day fe 
the' ~&Bt of thcrio tuxacfcn ' t \ 
concerts frjs gM ej ffi fe ooaa oa 
fitecatrioChaBty conducts 
Mendelssohn's Vkfo Concerto- ; 
(Joshua BflQ and Maftiarfe fifth' 

tymptoa/r .'-v- • 

-7he-42nd London 
Eesi^ dedicated to toe 
memory, of jAMraKurpaaagr,-- 

operate Thursday aitoe Odaon 
■telfcdfetaf Square MtirthA ' " ' 

h^sma i o ea i prBfnfafe of fee . . ?.£. 
; tragical .-oornody UWe Vojctt, " 
atan^ng Jfichaal Caine f&hft •' ■ 
;/ Ihe Cds dazzTesSvaC lc ■ ;> 
•vtefoua venues throughout the 
capital, kicks off on Friday. ■ . 
Among the head&fters are Chick 
Corea, Lester Bowie and Gal : 
Alen^er rjghQ. - 
An exccptkmeiy busy week in 




[ the West End indudes the 
apering tonight of a new play at 
the Tricyde Theatre by Tariq AB 
and Howard Branton, Ugly 
Humours, tflrected by 
Christopher Morahan and 
Stephen Rayne, fci which Sylvia 
Syms (lsfl) ptays both Hr* 
Thatcher and The Queen; tha 


Royal Shakespeare Company’s 
new production of Troibs and 
Cnasskfe, directed by Mic had 
Boyd, opening at the Pit on 
Thursday: and the star Berlin 
actor Ehkehard Scholl 
performing for two nights only 
(Friday and Saturday) at the 
Almeida The at r e in a ptey partly 


about Bertolt Brecht (ha own 
father-in-law), Broctrt Dtad nd I 
Am Right. 

SAPPORO 

The Orchestra de Paris 
begins a 10-concert 
tour at Japan on 
Thursday at tha 
Sapporo Krtara 
HriL Georges 
Pritra conducts i 
apth# concerts on \ 

the tour, which 

winds up at Tokyo's 

Suntory HaB on 
Nowmber IS and 16. 

DUSSELDORF 

An inportant exhibition about 
the file end work of Aleksandr 
Rodchenko (1801-1956). first 
seen si New York during the 
summer, comes to the 


Kunsthafle on Friday. With 300 
works ranging from painting to . 
des&i, sculpture and 
photography, it is the chrontde 
of a Russian artist's p rogress 
revokutonary times, tt 
moves to 
Stockholm's 
Modems Museet 
in March. 



LYONS 

Dukas's rarely- 
staged Maetorfinok 
opera Adam « 

BarPe-hfSue can be 

seen at tiia Opera over 
the next two weeks. The 

company's new music director, 

Loris Langrie conducts a 
staging by Patrice Courier and 
Moshe Laser, and the title rote is 
sung by Frangolse Potot The 
first night is on Wednesday. 


Proud to be 

SCXISt 111 cL 

male world 

Andrew Clark talks to Francesca Zambeffo, a 
director who is not going to let opera go the 
same way as all those 1 9th century heroines 


f 


She’s not agenda-driven like Peter 
Sellars, or design-led like Bob Wil- 
son. Nor is she a conceptualist in 
the mould of the Alden brothers. 
Of all American directors working 
regularly in Europe, Francesca 
Zambello is the odd one out: she is 
versatile, she’s pragmatic and she’s 

a wo man 

She likes to stress that fact 
Judging by some of the louder crit- 
icisms she has made of her profes- 
sion, you’d think Zambello was 
fighting the war of the sexes 
single-handed. She has a point: it 


‘We can’t put opera 
in general on a 
political correctness 
barometer. It would 
fail miserably in 
every case’ 


must be tough being a feminist in 
opera. She spends most of her time 
working in theatres run by men. 
directing operas written by male 
composers, in which most leading 
women are portrayed as victims. 

And yet Zambello, a ' 42-year-old 
New Yorker, is as guilty as anyone 
of the sexual stereotyping she 
claims to be fighting. In a recent 
interview with Time magazine, she 
argued that women had a more 
“primal 1 * response to music: “They 
see colours and images where a 
man might think of a text.” When 
she gets a bad review, she blames 
it on “menopausal males'* 


She usually does so at her own 
cost: some of her most self-con- 
sciously feminist productions, like 
the notorious. Lucia di hammer- 
moor at the Metropolitan Opera in 
1092. have been her biggest Hops. 
But Zambello’s hark- is usually 
worse than her bite, and T^nrfnn - 
the scene of several notable suc- 
cesses in recent seasons - shnnlri 
have nothing to fear from her n«»Tt 
two productions. In Boris Godunov, 
which 8 he stages for English 
National Opera this month, there’s 
hardly a woman to be seen all 
evening. In The Bartered Bride, her 
Christmas show for the Royal 
Opera at Sadler’s Wells, she has 
promised not take the male charac- 
ters to task for emotionally batter- 
ing the heroine. • ■ ~ 

“Part of -the -stay is cruel” says 
Zambello, wanning .to her subject. 
“The Bartered- Bride is about the 
abuse by a man; in a position- of 
power, -who takes, his girl for 
granted. That's universal If we 
hold it up to the contemporary mir- 
ror. it’s definitely a sexist opera. 
But we cant put opera In general 
on a political correctness barome- 
ter. It would fail miserably in every 
case.” . 

And so the production is to be 
naive and foikloric. with plenty of 
children, a lot of dance and a big 
circus act. That’s where the prag- 
matist ip Zambello comes into' 



atiaftwho m i nd s the *one peraon vision 1 : opera director f ran ce sca Zambello 

— -.•••• v-» . .v - -TT v : ' - 


tivefartisL who needs input from 
rt to help formulate an 
approach. Her rejection of what 
she CaU? “the one-person vision” 
play. Well, aware of the Royal far explain the lack of blind- 

Opera's parlous "Condition, she -iiigj originality in her work. Where 


. talks of ther need to distinguish 
between shows’ which entertain; 
and those where there is room to 
provoke. “You have to weigh up 
tho®5 things,end find the appropri- 
ate context Right now, if most of 
the world. could have its way. 


Throw those quotes at her, and. .they’d bump all artiste off the 


■Jk 


you quickly realise that, while the 
words “feisty” and “forceful" could 
have been invented for her, Zam- 
beQo also knows how and when to 
turn on the charm. “Yes, those are 
totally sexist statements,", she 
admits without a hint of defensive- 
ness. “but that's OK, isn’t it? I 
don’t see why I should have to lis- 
ten to men being sexist all the 
time. The problem is that most 
people who are opera-goers are not 
politically aware in feminist/social 
issues. More often than not they 
also happen to be affluent, the kind 
of people we need to pay for opera. 
I don’t want to offend them, but 
sometimes I wouldn’t mind raising 
their political awareness." 


floor, so I feel conscious of a 
responsibility to keep nourishing 
this art form - which means doing 
productions which are going 
people in there. I ’want 


she scores is her awareness of prac- 
ticalities- She can be relied on to 
put on a good show - neither over- 
loaded with ' ideas, - nor 
empty-headed. 

That’s one reason for her popu- 
larity with opera house manage- 
ments. Another is her cosmopoli- 
tanism. Zambello’s nomadic 
childhood - her father was an 
international . businessman - has 
. .. " an Understanding of and 
j^spect;tpr‘ rational cultures on 


survive. IT we’re not careftdrif £ ■ ejther side iff the Atlantic, and she 
going to go the way of half-tbose adapts her stifle to suit local expec- * 
19th century heroines.” ; . »*• rations: She' admits, for example, ‘ 

If Zambello is not driven -.by a : that .only in Paris would audiences L 
particular aesthetic or atgehd& have - been .enraptured hy the 
what does she stand for? She sees j/rande decadence of her recent 
herself as part of reaction against; world premiere staging of Philippe 
the inteHectuahsm of the East con- Ftoelori’s Salammbd. “If you tried 
pie of decades, “when we distanced . that in London, people would be 
ourselves from what mayrbe per- h eadin g for the door in droves. It’s 
ceived as simplistic things -' ebbr- a matter of priorities. In En gl an d, 
acter, story, feeling. " There is noth- culture takes a lead from spoken 
ing iconoclastic about Zambeho’s theatre, so you have to be attentive 
work. She is essentially a eollabo- to the text” 


But Zambello’s success also 
stems from astute career-planning. 
Apart from a few isolated cases, 
die kept clear of the central reper- 
tory unto she felt mature enough 
to handle it Boris Godunov. The 
Bartered Bride and the mainstream 
Verdi operas she has lined up for 
the next two years represent a new 
departure. When she accepted her 
latest ENO engagement it was sup- 
posed to be Rimsky-Korsakov's 
little-known 77ie Legend of the 
Invisible City of Kiteeh. Financial 
pressures forced the change to 
Boris . which she reluctantly 
accepted, knowing her work will 
face comparison with previous 
London productions. . 

If her previous efforts with epic 
Russian opera are anything to go 
by, Boris should be worth watch- 
ing. Her 'love affair with Russian 
culture dates from student days, 
when she spent a year in Moscow 
and St Petersburg. She says tbat 
pointing up the contemporary par- 
allels in Musorgsky’s dr ama is “too 
obvious. We’ve seen it all before, 
we know Russian history is cycli- 
cal that it’s never going to change. 
1 don’t want to undercut those riv- 
ers of the past I’d rather approach 


it on a personal level, because 
these are not just Russian charac- 
ters - they're universal.” 

As for Smetana’s bitter comedy, 
she confesses it did not rank on 
her wish-list, but the chance to 
work with Bernard Haitink was too 
good to pass up. “You get to a 
point when you want to work with 
the great conductors. It does 
change the calibre of your work. 
The bar goes up, you want to jump 
higher, because you’re with the 
best. That’s a great stimulus - oth- 
erwise you're just repeating your- 
self." 

And what of the future? Zam- 
bello, who lives on New York's 
upper west side with author and 
critic Manuels Hoelterboff, plans to 
spend a large chunk of 1999 on 
sabbatical. She has two world 
premieres on the boil with US com- 
poser Tobias Picker, one of which 
win mark her return to the Met in 
2002. Longer term, she wants to 
become artistic director of a Euro- 
pean opera company* That’s an 
intriguing prospect. Given Zambel- 
lo's skills of organisation and com- 
munication. the male-dominated 
world of opera has nothing to fear 
- and everything to gain. 


WEXFORD OPERA FESTIVAL 

A bravura 
attempt at 
roguish exploits 


Pavel Haas, born in 1899. 
was exterminated in the 
Nazi gas chambers in 1944. 
He'd been JandCek’s ptxpiL 
His opera The Charlatan had 
its premiere in Brno in 1938, 
and Its second production at 
this year's Wexford Festival 
It's an odd piece: farcical 
episodes from the life of a 
travelling quack-doctor 
after the Thirty Years War. 

The Charlatan was sung 
in Czech, but a bilingual 
libretto was available (and 
there's a also a recording, 
made from Prague concert 
performances last year, in 
Decca's Entartete Kunst 
series). So one could learn 
what was going on in any 
particular scene: the 
difficulty was deriding 
what, if anything, it an 
amounted to. There’s a big 
cast: 15 men (several of 
them playing multiple roles) 
and two women. 

In the first scene. Dr 
Pustrpalk cures the fair 
Am aranta of lethargy by 
seating her, knlckerless, in 
a basket of stinging nettles. 
In the sixth he operates 
unsuccessfully on the monk 
who has been Amaranta's 
guardian, and fears being 
arrested as a charlatan. In 
the last, he sees an 
apparition of the monk and 
dies of apoplexy. It’s an odd 
comedy. Scene 4 ends with a 
miller screaming as he’s 
burned to death in his mill, 
while Pustrpalk’s troupe 
sings a jolly drinking song. 

We’re invited to discern 
Janfifek’s influence, but this 
amounts to little more than 
a frequent repetition of 
short speech-motifs. 

HfndpnnWli and tha 

neoclassical Stravinsky 
come more often mind. In 
the last seme we get a 
popular song: 11 strophes 
with refrain, ingeniously 
varied in acc om paniment, in 
praise of Pustrpalk ’s 
exploits. It’s all perfectly 
agreeable - but somehow 

baffling . 

The hero was played, by 
Luca Grass!, as not Dr 
Dulcamara but a handsome, 
romantic young poet. Bis 
troupe, dressed as cornmedxa 
deWane characters, included 
some excellent singers 
(among them Lndovit 
Ludha, Peter Wedd, Simon 
Wilding, Julian Jensen). 

John Abnlafla. directing. 


moved the action forward 
from the 17th century to 
1885-1914; he wrote of- but 
hardly showed - a rural 
Community Slowly changing 
as it became part of the 
modem world. Israel 
Yin non, who has made a 
speciality of Terezln semes, 
conducted. 

Zandonai's Caralieri di 
EkebU (1925, two years after 
the Garbo movie) is another 
pn&le piece. Tbe libretto 
derives from Selma 
LagerlfiTs Gdsta Ber ling’s 
Saga (1891). La 
Coman dan te, the chatelaine 
of Ekeby. leather-clad, 
whip-wielding, has 
assembled a band of society 
outcasts who revel in her 
halls bat also toil in her 
iron-works. GSsta. her latest 
recruit, is a disgraced pastor 
who has taken to drink. He 
loves Anna, one of a band of 
girls also kept at the castle. 
Anna's father, Sintram, is 
some sort of demon. He 
reveals that La Comandante 
acquired Ekeby as a reward 
of sin, and maintain* tt by 
consigning one of the 
knights to hell each 
Christmas Eve .. . 

Not exactly verismol More 
of a high-faintin' old 
muddle. The music is boldly 
post-Pnccinlan, but more 
ambitious than memorable. 
The Wexford performance, 
conducted by Danlele 
CaUgart. was deafening. The 
Italian mezzo Francesca 
Fraud and the Argentinian 
tenor Dario Volontf were 
reluctant to drop below ftdl 
blast in a little theatre 
where a whisper can ten. 
Alida Barbasini. the Anna, 
was gentler: and the Maltese 
tenor Joseph Callejo was 
poignant as the knight due 
to be sacrificed. 

Illustrations of Romano's 
1925 production show 
colourful scenery. In 
Wexford, Francesco 
Cacwgnlni dropped in little 
three-dimensional models 
against harlr m r lwliw . AT) 
three shows this year bad 
recourse to basic black and 
were somewhat anderlit. 

Next year’s operas are to 
be Giordano’s Siberia , 
Goldmark’s Queen of Sheba 
and Monxuszko's Haunted 
Manor. 

Andrew Porter 
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AMSTERDAM 


OPERA ^ 

Netherlands Opera, He* 
Muziektheater 

Teh 31-20-551 8911 . 

• The Rake’s Progress: by 
Stravinsky- Conducted by_ . 
Retnbert de Leeuw In a stagmg 
by Peter Sellars. Cast Includes 
Donald Mdntyre, Thomas Randle 
and Willard White; Nov 4 
EXHIBITIONS 
Rfflcsmuseum 

Teh 31-20-673 2121 

• .Van Gogh In the 
RHksmuseum: during the penoo_ 
of the Van Gogh Museum fr 

f dasute to* renovator^ 

bulldinfl work, a selection oftts 
finest holdings will beaxhUxted 

in the Rpsmuseum s Soutn 

j. Wing; to Mar 7 

BERLIN 

DANCE 

Deutsche Oper^ ^ 

• cS^^newsttOjl'S 

S‘SSd de by“^A^ t 

•• and. the conductor b Peter Em 


Lassen; Nov 3 


fir 


OPERA 

Staatsoper unter den Linden 

Tel: 49-30-2035 4555 
www^taatsoper-berUrLorg 
• Christoph Kolumbus: by 
Milhaud. New staging by British 
film director Peter Greenaway, 
conducted by Philippe Jordan; : 
Nov 5 ■ f\V 


.Aik Humtebaek 
Tel: 45-4919 0719 
wwwJouisana.dk 
• Joan Mr6: big retrospective 
comprising 140 paintings, 
drawings and sculptures, 
including works borrowed from 
the artist's family since the 
exhibition was shown in : 
Stockholm over the ^summer? to 
Jan 10. y -.' :• 




CHICAGO 

OPERA 

Lyric Opera of Chicago 

Tel: 1-312-332 2244 
wwwJyrtcopera.org ' ' - • - 

• Ariadne .auf Naxos: by R ‘ - 
Strauss. New production by John 
Cox, conducted by Robert * *. 
epano. Cast Includes Deborah^ ■ 
Voigt and Susan Graham; Nov 2, - 

• Mourning Becomes Sectra: ■ *. H 

by Martin David Levy. Nw • 

production by Livfu Carter. ■ 

. conducted by Richard Buckley, 
Nov 4 

EXHIBITIONS 

Ait InstitutB Of Chicago 

Teh 1-312-443 3600 
wwwnrtK.edu • 

• Art and Archaeology or 
Ancient West Mexico: more 

than 200 works, inclu<flr« 

terracotta figures found m tombs, 
and findings of rec ^ ifc 
excavations. Many erf 
objects have never before been 
pubfidy exh ibited; to Dec 6 ■ 

COPENHAGEN 

exhibitions 

Louisiana Museum of Mown 


GLASGOW . 

OPERA 

Scottish Opera, Theatre Royal 
Tab 44-141-332 9000 -. 

- 4 OaSbon by Smetana. • 
Conducted.by.Rlchard Armstrong. 
■ lh A staging bybayid Pountney, 
'$kto m 4?z .1 "> ' 
TfteatroHoyaJ 
Teh 44-141-332 9000 : ' 

• Scdffi^i^eia The.Mf^c - 
’ fRrtertrrMnzartScodi^ Opera 
production by Matin Duncan, 
-corKkicted by Rtehard Fames; -■ 
Nov 3, 5 


HELSINKI 

DANcr ^y;-' .' ; 

Finnish National Balst 

Tet35&9~403 021 : 

• Gisefle: stagmg by Sylvie 
Guillem, Wifli sets and costumes 
by RamOn B Ivors. Conducted by 
David Garfoth; Nov 4 



LAGSAJ^- f; v 

exhibitions ^ * t . 

\ Caotboafides - - 

&1-&#0332£s_ r . 
rtGoflecfion^of EJf V=v- 
Henri-Auguste Wldmen in SO 




years, Widmer collected more 
than 600 works of art This 
display, designed to pay tribute 
to one of the museum's most 
generous donors, includes works 
by Boudin, Daubigny, Chintreuil 
and Rousseau. The exhibition 
also indudes sculptures and a 
selection of antiquities; to Nov 8 

LJUBLJANA 

DANCE 
Cankarjev dom 

Tel: 386-61-222 815 

• Sobhan Davies Dance 
Conpany: 10th Anniversary 

. Audwnn Toiir. Programme . 
features Eighty Eight a new work 
set tb piano, music by Conion 
Nar^arrow, played by Rax 
Lawson, and Winnsboro Cotton 
MiH Blues; Nov 3 ' 

LONDON 

CONCERTS 
Barbican Hall 

Tet 44-171-638 8891 

• London Symphony Orchestra: 
Michael Tilson Thomas conducts 
a series of works by Stravinsky; 
New 6 . 

OPERA ' . 

Engfiah National Opeta, 

London Cofiseum 

Teh 44-171-632 8300 

• Mary Stuart by Donizetti. 
Conducted by Jean-Yves 
OsSpnca (Nod Davies from Nov 
7) in a new staging by Gale 
Edwards, with costumes by 
Jasper Conran. Ann Murray sings 
toe tide upK with Susan Pany as 
Elizabeth; Nov S 


EXHIBITIONS 
Royal Academy of Arts 
Tel: 44-171-300 8000 
• Charlotte Salomon: bom in 
Berlin in 1917, Charlotte Salomon 
died in Auschwitz in 1943, after 
living in hiding in the south of 
France for three years, during 
which time she produced a 
series of 769 gouaches called 
Ufe7 Or Theatre?, exhtoited here, 
which has been interpreted as a 
form of seif-protection against 
the violence of the Nazi era; to 
Jan 17 


MILAN 

OPERA 

Teatro aQa Scala 

Teh 39-02-88791 
wwwJascala.milano.it 

• L* EUsIr d’ Amore: by 
Donizetti. Massimo Zanetti 
conducts a staging by Ugo Chiti, 
with designs by Tullio Per icon 
Marietta Devia sings the role of 
Adlna; Nov 6 

MUNICH 

OPERA 

Bayerische Staatsoper 
Teh 49-89-2185 1920 
wwwAtaatslheater.bayem.de 

• Der FrdschOtz by Weber. 
Conducted by Zubin Mehta In a 
new production by Thomas 
Langhoff, with designs by JGrgen 
Rose. Cast includes Petra-Maria 
Schdtzer and Peter Seiffert; Nov 
3 • 

NEW YORK 

OPERA 

Metr o polita n Opera, Lincoln 


Center 

Tel: 1-212-362 6000 
www.metopera.org 

• Le Nozze di Figaro: by 
Mozart. New staging by Jonathan 
Miller, with designs by Peter 
Dawson. With Rente Fleming. 
Cecilia Bartoli and Bryn Terfel, 
conducted by James Levine; 

Nov 3 

EXHIBITIONS 

Metropolitan Museum of Art 

Tel: 1-212-879 5500 
wvyw.metmuseum.org 

• Degas Photographs: bringing 
together 35-40 photographs, 
most of which were made in the 
1890s. Mainly figure studies, 
self-portraits and portraits of toe 
artist's circle; to Jan 3 


SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tel: 1-415-864 3330 
www.sfopera.com 
• Tristan und Isolde: by 
Wagner. Conducted by Donald 
Runnides in a staging directed 
by Michael Hampe, designed by 
Maura Pagano; Nov 6 


STOCKHOLM 

EXHIBITIONS 
Modems Museet 
Tel: 46-8-5195 5200 
www.modemamuseetse 
• In Visible Light Photography 
and Classification in Art, Science 
and the Everyday. Traces the 
evolution of photography from 
the late 19th centay to works by 
artists including Andy Warhol and 


Cindy Sherman; to Nov 15 

WASHINGTON 

OPERA 

Washington Opera, Kennedy 
Center 

Teh 1-202-295 2400 
www.dc-opera.org 

• Fedora: by Giordano. 
Conducted by Roberto Abbado 
in a production by Lamberto 
Puggein, directed here by David 
Edwards, and designed by Luisa 
SpftiateHL The cast is led by 
Minolta Freni and Placldo 
Domingo; Nov 4 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

06u30: MoneySne with Lou Dobbs 
1330: Business Asia 
19.30: World Business Today 
22JKh World Business Today 
Update 

9 Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 11:20; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports five from UFFE as the 
London market opens. 
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ECONOMICS NOTEBOOK ROBERT CHOTE 



A world in the woods 

There is political momentum behind the global economic reform agenda 
advanced with substance and style by the G7 last week 


LETTERS TO THE EDITOR 


I t would be easy to dis- 
miss last Friday's state- 
ment on global eco- 
nomic reform by the 
Group of Seven leading 
industrial nations as a mere 
rehash of proposals that h a d 
already won support at the 
annual meetings of the Bret- 
ton Woods institutions in 
Washington a month ago. 

But this would be to 
underestimate its signifi- 
cance. The document from 
finance ministers and cen- 
tral bank governors - 
accompanied by a parallel 
statement from heads of gov- 
ernment - underscores the 
political Tnnmpnfiim hehinri 
the reform agenda. This is 
important at a time when 
critics lament a lack of 
global leadership and when 
finanHai markets need reas- 
surance as a multi-billion 
dollar rescue package for 
Brazil nears completion. 

The statement struck a 
Careful halanro hi g hli g hting 
recent positive policy devel- 
opments - notably the inter- 
est rate cuts implemented in 
many industrial countries 
and the passing of banking 
sector reform legislation in 
Japan - while avoiding the 
suggestion that the world 
economy is now out of the 
woods. Policymakers remain 
very nervous about the pros- 
pects for Latin America, let 
alone the political and eco- 
nomic aftershocks of the cri- 
ses in Asia and Russia. 

But there was substance 
' as well as style. A month 
ago the G7 agreed only to 
‘'explore" President Bill Clin- 
t ton's proposal to extend pre- 
cautionary credit lines to 
* well-run emerging market 
economies in order to inocu- 
late them against potentially 
__ contagious financial crises. 
This lukewarm language 
reflected German reluctance, 
\ which the change of govern- 
ment in Bonn and some 
intensive lobbying of Hans 
r Tietmeyer. the Bundesbank 
president, have helped to 
ameliorate. The _G7 now 
’ backs the proposal, which 
will be able to draw on the 
k $90bn of fresh lendable 
' resources that will be 
. released to the International 
‘Monetary Fund hy agree- 



Agreemenfc Robert Rubin caved in to pressure over the G22 


ment in the US Congress on 
its capital increase and 
enlarged credit lines. 

By trumpeting its backing 
for this proposal the G7 is 
clearly trying to bolster 
investor sentiment ahead of 
the announcement of the 
B razilian package. Officials 
from the G7 and the IMF are 
well aware that the Brazilian 
congress could easily under- 
mine the fiscal tightening 
promised by the govern- 
ment, while the short-term 
maturity of much of the 
country's domestic debt 


support for the precaution- 
ary credit line proposal does 
not mean there is a fully 
worked, out mechanism 
ready. Indeed, there 1 is 
resentment in Washington 
that the proposal is being 
foisted on the IMF staff and 
even its executive directors 
without adequate thought. 
After all, problems soon 
became apparent when a 
similar idea .was mooted 
some years ago to help 
smaller industrial countries. 

First, there is the issue of 
defining an “innocent 


Policymakers remain very nervous 
about the prospects for Latin 
America, let alone the aftershocks of 
the crises in Asia and Russia 


remains a serious threat 

Larry Summers, the US 
deputy treasury secretary, 
said on Friday that “some of 
the ideas involved with con- 
tingency financing could 
possibly find application 
with Brazil”. But the essence 
of the precautionary credit 
line proposal is that it 
should provide an insurance 
policy to protect “innocent 
bystanders" from an indis- 
criminate loss of investor 
confidence. As its substan- 
tial budget and current 
account deficits indicate 
only too clearly, Brazil lost 
its innocence some time ago. 

The G7's expression of 


bystander" . and thereby 
deciding which countries 
might qualify for such a 
credit line. Poes Chile’s cur- 
rent account deficit signify a 
failure to adjust policy or the 
unavoidable consequence of 
a terms-of -trade shock? 

Second, there is the prob- 
lem of what to do with coun- 
tries granted credit lines on 
the strength of strong poli- 
cies, only for those policies 
to deteriorate once the credit 
lines are in place. The IMF’s 
executive board would be 
reluctant to withdraw a 
credit line from a country* 
where policy was going off 
track, for fear of triggering a 


crisis. The only way to ascer- 
tain the importance of these 
problems is to launch the 
facility and wait and see. 
But there are many nffirfa 
in Washington who doubt 
that precautionary credit 
lines can have a permanent 
place in the IMF’s armoury. 

In addition to the anti- 
contagion measures, the G7 
also picked . up several 
themes from the Group of 22, 
a US-inspired collection of 
industrial and developing 
countries. These Included: 

• Promoting transparency 
of national policies (includ- 
ing an mmi audits hy the IMF 
and a commitment to detail 
public sector foreign 
exchange positions). 

• Aiding crisis resolution 
(including informal IMF- 
sanctioned debt standstills 
and band contract clauses to 
restrain rogue creditors). 

• Strengthening financial 
systems (including greater 
co-ordination among super- 
visors and an examination of 
hedge fund supervision). 

As important as the sub- 
stance if the fact that the G7 
has taken up the G22 
agenda. The creation of the 
G22 reflected US frustration 
at the over-representation of 
Europe - and under- 
representation of key emerg- 
ing markets - in the IMF's 
“interim" committee and the 
Basle-based Group of 10. 

Robert Rubin, the US trea- 
sury secretary, has caved in 
to pressure from smaller 
European countries for 
admission to the G22 (now at 
least 26). These countries 
argued that they had 
extended credit lines to the 
IMF, yet the US wanted 
them frozen out of the global 
financial reform debate. 

Despite this concession, 
France and Germany remain 
concerned at the role of the 
G22. But by bringing its 
.agenda back under the G7 
umbrella, Gordon Brown, 
the UK chancellor, may have 
started to heal the rift. 

The G7 statement may 
look like a singularly modest 
advance. But in the byzau- 
tine world of International 
financial diplomacy even a 
modest advance can be a 
cause for cheer. 


EMPRESA DE ACUEDUCTO Y ALCANTARILLADO DE BOGOTA - ESP 

PROGRAMA SANTA FE I 

UC1TACION PUBUCA INTERNACIONAL SF-LT-B-1 86-98 
CONSTRUCTION DEL SISTEMA TORCA 
Credito BIRF No. 3952-CO ( 3953-CO) 

La Emprma de Acueducto y AieanturiRado do Bogota - ESP, ha rocibido del Banco Interna ctonal de Reconstmccttn y Fomordo "BIRF dos prtrstamoa 
para sutagar panaatmonle el Programs Santa Fe 1. y se propone ufifizar parts de kw Fondas de estoo pitatamos para efdctuar too pages 
contemplodas en el cantata de Constacddn del Sistema Torca. 

Esta aviso anuta el proceso do precaBficaadn para esfa proyecto, anundado of dra 31 de mayo de 1988 en ef Development Business. La Udtacfon so 
regtra par las regtas y procedi mientns estabtecklos par el Banco Mwxfial y se efactuard bajo la modafidad de poscaflHcadan. 

La Emprosa de Acueducto y Afcsntarittado de Bogota - ESP se propane Belter b constniccton de las sigutontes obras : 

■ Canal Torca y Canal Calle 189 

- AlcantarUa de Cajftn en concrete reforzado, de dos ceidas. cade una do apronfmadamante 5.0 m de base. 4.5 m de altura y 165 m de 
longitud. 

- Canal rectangular rawestkto en con c r ete reforzado, de aproamadarnenla 9.0 m de base, 3.5 m da attura y 540 m da kmgitud. 

- Canal Trapezoidal revestido en concrete reforzado. de apradmadamante 7.0 m de base, 20 m.de altura revootWa, 3.7 m de attura 
total, taludes 2:1 y 2.182 m da longtlud. 

- Canal rectangular leveslido en concrete refacrado, de aproxtaadamente 11 m de base, 35 m do attura y 539 m de longitud, 

- Canal trapezoidal revestido en concrete reforzado, de aprea dmadan tente 9 j 0 m de base, 25 m de altura revesttda, 3.7 m de altura total, 
taludes 2:1 y 605 m de longitud. 

Estiucturas do transicten revest! das an concrete reforzado, entre canales, con una tongitud total de aproubnadamente 75 m. 

Eshuduras do entada y saflda del HumedaJ Torca. 

Canal Trapezoidal revestido an piedra de aprmdmadamenle 15m de base, 1.0 m a 2:5 Ride attura yijZOOm da tongttud. 

• Rondo de canales 

Manejo Forests! y pateajistico y amobfcunLenla urbane da zona* derecha a izquierda da aTedscfon de obras, conaspandientes a 
ftarqas de aprexamadarnenle 10.S m a coda lado del canal Torca y 5.0 m a cada lado del Canal Calle 188. 

- interceptor Derecha Torca 

- Canfotmado por tubertas de alcantaHBado de dtometro variable entre 1.0 my 15m en una tongitud de apraodmadamente 3500m. 

• Interceptor teq ul crdo Torca 

Con fo mia d o por hiberias de alcantariHario de dtomata variable entre 24*y U m en una longBud apnoadmada de 3.700 m. 

• Puentes 1 

- 4 p uenles Upo aicartarifla de caj6n de 4 cefdas cada dno. hra fea de s en las intefsecctanea del Canal Torca tan las caDee 183 (Av. 
San Antorao). 1S3 y 202 y en la entrada de Jardhws da Paz. 

1 puente lipo atoantarfia eajon de 2 caldas on la Inlarseocion del Canal Torca con b Catte 187. 

Las cantidadesde obra mds representatives BOn las alfluientes: 



PESCFUPCXbN 

GANT1DAD 

UN. 


• 

Exeamacnnes 

486.000 

m 5 



ReUenos 

363000 

m 3 


m 

Retire de sobrantes 

190.000 

m 3 


• 

Cancralos 

27.000 

m 3 


a 

Acero de refoerzo 

2.120 

ten. 


m 

Entibados 

35.000 . 

m 2 


• 

Tuberias de concrete reforzado 

7.465 

• m- 


41 

Cfdovia (220 m de ancho) 

5073 

m 


Podran participar en la Lidtecttn tod os las Ikstarries de tos paisas qua reunan Ids requteitos de efegfotikfad qua se estipulan en las JVbrmax 
4dgucWooes con prftstamos dbf BIRF y cnVfitos eta la AJF. 

A In de quo pueda adjudlcdrsele el Contrato. lodo Udtanto debars cumpfir con tos squiBnlas requisitos mlelmos de cattficacKSn, a saber 

a) Tenar un volumen de tabs^os da constmccton de par to menos USS 10.000000 en uno cualqulera de tos iHtimos dneo ados. 

b) Toner expettenob coma cantatlsta principal en la cornlruacton de par to monos una ebra da naturatoza y oo mp toftdad santar a las de bs 
obras en cuestidn en d cureo de taa 0 Himes ctaz <10) alias (a Sn de cumpllr eata requisite, bs obras en ejpcucton qua se menctanen, deben 
eater termtoadas en un 7TO por to menos). Se corral damn obras de naturatoza y compjejldad slmiares las slgutontas: 

■ Una obra de corstruceten de canales nwesfidos en concrete eon una saacton minima de 15 tongitud Igual o mayor a 20 Km.; o un 
acumubdo de 5.0 Km. de canales reuestrdos en c on crete, de seocidn minima igual a 15 nr, en un n te admo de 5 obras; a una obra de 
estruduras Mdniuficas en concrete reforzado de mte de 2000 m , mas 
• Una obra con 1 ton de mtercepteres de agues ttuvies o negras con dtometro igual o mayor a 800 mm. 

Los Itettantes podr&n adqurir los Doeumentos da Licitacfon. en kttoma Esparto!, (y capias adictonalesde losmiamoa) an 
Empresa de Acuectocte y AksnbrSado de Bogatd - ESP 
Dtacciftn de Ucflaciones y Cardta to cidn 
Cole 22 CP 40-89. Piso 2. Ofldna204 
Santa Pe de Bogota, Colombia 
TeMfono 57-1-388 84 65 0 57-1-368 8S 24 
FAX No. 57-1-288 28 5ly 57-1-388 D6 99 

cortra el pago de un cargo no reamboteable de Col S 1-000000. Cada copto arfidonal tendrS un valor do Col S 1-000.000. o cu equtvalertte en una 
moneda de Bra amvertiUlidad. por cada Juego. Los inlerasados lotnbUin podrdn obtaner mas in f otmackines en esa direeddn e inspecdonar los 
doeumentos debdtacten.de tones a viemesde 7«1 a 16:00 boras, a portlrdal 3 de novtombre de 1888, facta de aperture deb lidtacttn. - 

El pagn po^ taKraraemorfi^ cancdacwn en lasers dc la Empress o a travte dedepbstto o giro bancario a to eaanb eontente Noil25^K0t»-3- 
del Bancd Popular y se acredlarA con b presentaefon de tos corresporufientes reefoos. 


Managed inflation in Japan 
risks endangering confidence 
and competitiveness 


From Mr Erol EmetL 

Sir. Paul Krugman (“Even 
worse than you think". Octo- 
ber 27) is faulty on at least 
four counts. First, with a 
majority of its populace at or 
close to retirement age 
Japan is demography cafly 
not a suitable country for 
inflation. Not only will it fail 
to motivate pensioners to 
spend their future consump- 
tion needs today, but also it. 
will be a. cause for shifting 
the aggregate allocation of 
investment portfolios further 
away from domestic assets. 

Second, with 10-year bond 
yields at a mere 0.91 per 
cent, inflation will aggravate 
the- problems of banks 
unde rmining the efforts to 
strengthen the country's 
financial system. 

Third, we have no due on 
the potential consequences 
of runaway inflation, created 
by a deliberate policy, in a 
society that is as closed and 
as under-researched as 
Japan's. Anger and unrest 
among the nation's benefi- 
ciaries. who rightfully think 
that present living standards 
are earned at the expense of 
two generations, are proba- 
bly the mildest of all posa- 
ble outcomes. - 

Fourth, recovery by infla- 
tion will endanger Japan’s 
competitive advantage in the 
long term because it win cre- 
ate a kind of “moral hazard” 
among inefficient manufac- 
turers as their higl£co&t 
structure will be bailed out 
by consumers. 

While inflation has a 
chance of short-term success 
to restore drenend but not 
confidence, by threatening 
consumers with purchasing 
power loss, its immediate 
positive effects are likely to 
die out quickly. 

The policies should 
instead be aimed to stop 
deflation as a first step and 
then to increase the purchas- 
ing power of consumers 
without eroding the profit 
base of companies through 
encouraging achievements 
in efficiency. This way there 
will be a real base for eco- 
nomic recovery rather than 
an imaginary one. - 

Erol Emed, 
portfolio manager, 

1-5-4-405 Koenji Minami, 
Koenji Sun Heights, 
Sogmami-ku, 

Tokyo 166-0003, 

Japan 

From Mr Jack Stopforth. 

Sir, Paul Krugman's Per- 
sonal View of the Japanese 
economic malaise stressed 
that its cause goes beyond 
the banking system, but 
neglected its more signifi- 
cant structural implications. 

We have long envied the 
interdependence of Japanese 
manufacturers and their 
financiers. The holding of 
equity by the banks in the 
leading corporations seemed 
the perfect buffer against 
short termism. Similarly, the 
Toyota manufacturing 
method and Just In Time 
-delivery systems- ardently 
copied by UK companies are 
underpinned in Japan by - 
long-term supply contracts 
between manufacturers and 
suppliers and reinforced by 
cross-shareholdings involv- 
ing customer, supplier and 
bank. 

This interweaving of inter- 
ests served the Japanese 
wed. until the credit crunch 
caused by over-lending in 
the banking sector turned 
the structure into a house of 
cards. The hanks are liqui- 
dating assets and ratling in 
loans which their business 
partners had assumed were 
in place for the long term; 
larger companies are review- 
ing supply- contracts and the 
Japanese government, and 
international financial com- 
munity are questioning, the 
solvency of the banks, giving 
the volatile mixture a fur- 
ther shake. - 

The shock to the Japanese 
business establishment is 
palpable to any business vis- • 
itor to Japan, though not yet - 
apparent in the bustling 
stores and full hotels of 



LoogTerm Credit Bank, a victim of Japan's economic problems, 
fas been nationalised. RBCapttafisa&on of 8te banking sartor ia 
seen by many as a necessary step towards die country's recovery 


■Tokyo. Presumably there 
wifi, be more visible evidence 
when the inescapable 
restructuring of Japanese 
Industry takes a more stri- 
dent form than the mere 
non-replacement of vacan- 
cies- currently being mooted. 

For all the pain, though, 
we should not forget that 
Japan Is two-thirds of Asia, 
economically, and is -four 
times {he size of the UK 
economy. It is equipped to 
survive the crisis and may 
emerge stronger for the 
experience. . . 

Jack Stopforth, 
chief executive, 

Cambria Inward Investment 
Agency, . 

RedMIls, Penrith, 

Cumbria, GAll.QDT, UK 

Pram Dr Btalz BeszaL 

Sir, Ken Takasu (Letters. 
October 29), responding to 
Paul Krugman’s article, 
seems overly optimistic 
about the state of banks and 
bank regulation in Japan.. 
Stating that whenever a Jap- 
anese bank's capital ratio 
falls below 4 per cent it must 
reduce risky assets - to 
restore capital, adequacy 
f ails to recognise the factual 
negligent* of Japan's regula- 
tors. Otherwise, one could 
not explain the fact that in 
its 1996: “Prompt corrective 
action” programme the Japa- 
nese Ministry of finance dis- 
tinguished three categories 
of banks - the lowest includ- 
ing banks with a capital 
ratio of “less than zero per 
cent". 

Another indication of reg- 
ulators’ lax attitude is that 
the liabilities of the now 
nationalised Long Term 
Credit Bank turned out to 
exceed its assets by at least 
Y340bn, although, by the end 
of March this year the bank 
reported a capital ratio of 
10-32 per cent This does not 
leave an outside observer 
with much faith in the sys- 
tem. 

B eate Reszat, 

HWWA Institute for Eco- 
nomic Research, 

Neuer Jungfemstieg 21, 
0-20347 Hamburg, 

Germany 

From Professor Richard 
Higgott and Dr Heribert 
Dieter. 

Sir. Paul Krugman’s 
article suggests that in 
Japan “deeply * unconven- 
tional measures", are neces- 
sary, but refrains from point- 
ing out the options available, 
apart from re-emphasising 
his own proposal for “mart- 
aged inflation". AH conven- 
tional measures have been 
tried and have not shown 
any positive results. Interest 
rates can't be lowered any 
further, but what can be 
done? 

Basically, the measures 
would have to meet the fol- 
lowing criteria: they should 
provide the .frinds for a re- 
capitalisation of the banking 
sector without increasing 
public borrowing too dra- 
matically; they should con- 
tribute to the restoration of 
confidence in Japan as well 
as towards the strengthen- 
ing of the yen; and, above 


all, these goals should be 
achieved in a reasonable 
period of time. 

A proposal that fits those 
criteria is a one-off tax on 
savings, combined with a 
subsequent slight rise in 
interest rates to strengthen, 
the yen. Even a modest one- 
off tax on savings in Japan 
would provide enough funds 
to bail out the banking sec- 
tor. 

A tax on savings would be 
more than just financing the 
(inevitable) bank bailout 
from general tax revenue for 
it would exclude those with- 
out savings. Also,, it would 
not. in contrast to other 
forms of financing the bank 
bailout, put a burden an 
future generations. 

Sounds too radical? Per- 
haps it is, and certainly it 
would be. difficult to get 
political support for it in 
Japan. But for the Japan of 
1998, there seem to be very 
few alternatives to radical 
solutions. 

However, the current pic- 
ture - Japan once again try- 
ing to export its way out of 
trouble when the rest of Asia 
is doing the same, and the 
Americans and Europeans 
. continuing to act as “con- 
sumers of last resort" - will 
undoubtedly lead the world 
economy into ever greater 
trouble. ■ 

Richard Higgott 
director, ESRC Centre for 
the ■Study of Globalisation 
and Regionalisation. 
University of Warwick, 
Heribert Dieter, 
visiting fellow. Centre for 
Globalisation, and fellow. 
University of Duisburg 

From Mr Patrick O Brien. 

Sir, Professor Paul King- 
man's article coincided with 
my theory that the public is 
satiated with consumer 
goods. We possess in our 
house three television sets, 
four ovens, a microwave, 
three types of blender etc., 
etc. “Inflating the economy" 

- will not Increase demand for 
. manufactures under these 
circumstances. 

The only growth industry 
is services. We have a 
cleaner but we would like 
someone to do the ironing. 
Fashion could provide work. 
We note that youngsters 
wear Jeans Instead of suits, 
trainers instead of shoes. 
They spend money on holi- 
days but are destroying the 
natural world as a result 

There is a similar situa- 
tion with the money supply. 
People have plenty of cash 
but are saying it because 
they see no value except the 
stock market and even that 
is over-valued. The rise In 
the retail prices index is the 
first indication of an infla- 
tion. to come when people 
lose confidence in paper cur- 
rencies - an inflation to be 
combined with recession if 
world trade dries up. 

Present economic policies 
reducing interest rates etc. 
are going to make conditions 
worse. 

Patrick O’Brien, 

2 Evening Glades, 

Ferndowu, 

Dorset RH22 8DB, UK 


Tilting at 
win dmills on 
buy-backs 

From Mr Simon Laffin. . 

. Sir, Lex (“Shareholder 
value". October 26) doesn’t 
like share buy-backs. Hus is 
fami liar ground. As he says, 
“the idea that companies 
should gear themselves up 
to the eyeballs . . . looks 
more suspect". Lex is right 
in that the apparent differen- 
tial in cost between equity 
and post- tax debt is greater 
than the additional debt risk 
pre mium associated with 
even quite high g e ari n g. So 
gearing up even to levels of 
100 per cent is theoretically 
attractive. But Lex is tilting 
at imaginary windmills to 
suggest that companies take 
this literally. The real debate 
is whether a modestly 
expanding com pan)’ needs to 
sit cash or 10 per cent 
gearing rather than, say, 40 
per cent to 50 per cent. In 
this case the theory looks 
compelling. 

’ As interesting, however, is 
the tone of the debate on 
buy-backs. Why do commen- 
tators talk of them as “a sop 
to get angry shareholders off 
their backs"? Why should a 
technical, adjustment to a 
major cost line be portrayed 
as a failure of management 
to develop their business or 
an attempt to save their 
skins? And why are buy- 
backs (without tax credits!) 
so vilified over dividends, 
ordinary and special? Surely 
we need to get to the stage 
where companies can freely 
operate on what they (and 
their shareholders/ believe 
are reasonable levels of gear- 
ing. distributing and 
requesting capital to main- 
tain this.. 

Simon Laffin, 

group finance director, 

Safeway, 

6 Millington Road, 

Hayes, 

Middlesex UB3 4AY, UK 


Virtually a 
big saving 

From Ur Philip 
Afickelborough. 

Sir. Lord Jenkins’s propos- 
als for proportional voting 
may not, after all, be with- 
out merit. 

The 120 unelected “top-up" 
MPa would come from party 
lists composed of people 
whose loyalty and voting 
support for their party is 
unquestioned. It is. there- 
fore! unnecessary' to appoint 
any people to these posts; 
they could be virtual MPs 
without names, salaries, 
expenses, secretaries or 
offices. The votes of elected 
MPs would merely have to 
be handicapped by the num- 
ber of virtual MPs for each 
party to decide the outcome 
of divisions In the House. 

This would effect consider 
able savings in the cost or 
running parliament, as well 
as reducing the number of 
MPs with a propensity to 
commit indiscretions. 

Philip Mlckelbo rough, 

39 Kingsbury Street, 
Marlborough, 

Wiltshire SN8 1JA, UK 

On the right 
flight path 

From Mr James 
IV. Beaumont 

Sir. Re your leader 
“Bumpy Landings” (October 
28). like the man said “It 
ain't necessarily so". Every- 
thing you wrote about Italy's 
new Malpensa airport does 
not apply to the new Munich 
airport. The old one was 
closed down and transferred 
to the new one in 24 -hours, 
and all was well. 1 wonder 
why? And why was this 
achievement not Included in 
your leader? 

Wise travellers, avoided 
Malpensa like the plague. It 
is a certainty it will have to 
be closed for reorganisation. 

James W, Beaumont, 
firoD&vnrtsneg 
D-82Q31 Grtinwald, 

Germany 


A modest answer to generating dynamism among small firms 


From Mr David. Campbell. 

Sir, The report from Lord 
Simon and Christian Pierre t 
(“Growth agenda for small 
firms". October 29) was illu- 
minating. I noted the four 
issues which the eight differ- 
ent UK and French govern- 
ment agencies identified dur- 
ing the last six months. 

With modest resources I 


managed to come up with 
the' following four sugges- 
tions. These are: 

• Fewer regulatory struc- 
tures, giving more ox>|en to 
business; 

• Less taxation, tipping the 
balance toward risk taking; 

• More finance will be 
attracted to higher profits: 

• Increased employment, as 


business expands. I am sure 
this would improve eco- 
nomic dynamism as sought 
by the task force. As for 
social justice and welfare, 
countries could trade off the 
level of employment with 
the costs of employment. 
Governments essentially 
could choose bow to spend 
. the benefits reaped from the 


economic dynamism gener- 
ated, The invisible hand is 
always at hand and is indeed 
the best method of.nuetim- 
lsing “the pot" available for 
welfare. 

David Campbell, 

220 Bast 22nd Street, 

Suite 2T, 

New York, NY 10010, US 
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COMMENT & ANALYSIS 
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Return of 
the bulls 


At a casual glance it might 
appear that the markets think 
the worst of the global financial 
crisis Is over. Recent rallies make 
August's stock market slump 
look like a mere blip. But the 
market signals are not quite so 
easy to Interpret 

During October, there was a 
major shift from bonds back into 
equities. Many of the world’s 
leading stock markets are now 
up on the beginning of the year. 
There also appears to have been 
some easing in credit conditions. 

The reversal in the markets 
was triggered by two changes in 
investors' attitudes. First, there 
ts more confidence in world lead- 
ers' reaction to the crisis. The US 
Fed's interest rate cuts were criti- 
cal In changing sentiment. Last 
Friday, further evidence of a 
more activist response came 
when the G7 said they would 
“commit themselves to create or 
sustain conditions for strong, 
domestic demand-led growth". 

Second, fears of further conta- 
gion have eased. Lower US inter- 
est rates, combined with the fall 
of the dollar against the yen, 
have taken the pressure off many 
emerging market currencies still 
pegged to tbe dollar. And there 
has been substantial progress 
toward an IMF deal for Brazil 

So fears of a I930s-style world 
depression have receded, and 
investors are no longer desperate 
to retreat into the expensive safe 
havens of US treasuries or Ger- 
man bunds. But where do the 
markets go now? One reason to 


expect further volatility is that 
Investors are still adjusting to a 
low-inflation, low-growth world. 
In these circumstances, bonds 
will be more attractive - but they 
may have overshot ft win take 
time to reach a new equilibrium. 

Current equity valuations will 
be put under strain by the global 
economic slowdown. The latest 
US data shows tbe economy 
growing by a healthy 3.3 per cent 
in the third, quarter. But inven- 
tory build-up accounts for per- 
haps one full percentage point 
And we can be sure that we are 
Ear from seeing tbe end of real 
economic adjustment to the cri- 
sis. 

Earnings growth is already 
being hit In the US, preliminary 
earnings figures for Standard & 
Poor index companies were down 
4.4 per cent in the third quarter 
of this year - the first drop in 
seven years. European compa- 
nies, particularly in the financial 
sector, are also suffering. 

More nasty shocks cannot be 
ruled out. And the apparent 
return ol an appetite for risk 
should not be overstated. Bond 
yields are still very low, and 
credit conditions are tight 

The positive developments over 
the past month may have, under- 
standably . induced feelings of 
relief in the markets. But even 
with reassurances over interest 
rates exerting a powerful upward 
influence, worries over world 
growth will continue to cast a 
dark cloud over the equity mar- 
ket tor a long time to come. 


China crisis 


China's derision to clean up its 
over-stretched international 
investment company sector has 
met an anguished response that 
must perplex the Beijing authori- 
ties. They firmly believe they are 
right to get to grips with finan- 
cial sector problems in a way 
that other countries in Asia, 
notably Japan, have Coiled to do. 

The intervention, which 
started with the closure of Guan- 
dong International Trust and 
Investment Company, has 
prompted international lenders 
to question China's entire credit 
standing. Bank lines have been 
scaled back and sound borrowers 
have had to pay a loan premium 
because of doubts over the will- 
ingness of central government to 
stand behind them. At borne 
there is anecdotal evidence of 
mounting lack of depositor confi- 
dence in secondary institutions. 
That is a disconcerting echo of 
the run on Indonesian banks that 
followed the closure of 16 institu- 
tions under Jakarta's first IMF 
programme a year ago. 

None of this means China was 
wrong to embark on the clean-up 
or that it should abandon it now. 
The longer investment company 
problems are left to fester, the 
harder they are to resolve, as 
Japan's banking agony shows. 
Nor can there be much sympathy 
for International banks which 
have been reckless and sloppy in 
their lending. But China has 
picked a moment when confi- 


dence is fragile. It needs to keep 
the clean-up as transparent and 
speedy as possible. 

It is dangerous to behave in a 
way that suggests an arbitrary 
and retrospective rewriting of the 
rules on the validity of guaran- 
tees. The Chinese authorities 
bear some responsibility for their 
poor track record in supervising 
these companies. If provincial 
government guarantees have 
always been illegal, then this 
ought to have been picked up 
much earlier by banking supervi- 
sors. Unauthorised borrowing, 
wilfully hidden from the authori- 
ties is one thing. Genuine guar- 
antees should be respected. The 
more uncertainty China creates 
in this area, the greater the risk 
to overall confidence. 

Even with optimal manage- 
ment, the clean-up is bound to 
affect the economy. The total 
assets of the investment compa- 
nies are small In relation to the 
overall banking sector, but their 
tending has been in private enter- 
prise and projects where China's 
growth has been fastest. That 
calls for some measures to stimu- 
late demand. A further cut in 
interest rates, speedier housing 
reform and measures to boost 
Infrastructure spending come to 
mind. Senior officials fear any 
rebound will quickly turn into 
overheating. But it is precisely 
because the economy has slowed 
so sharply that the financial sec- 
tor problems have become acute. 


Opening skies 


■ Why would anyone want to fly to 
Heathrow? London’s other inter- 
national airports. Gat wick and 
Stansted, are tidier and better- 
organised. But US airlines say 
Heathrow's International connec- 
tions make any other airport 
unacceptable to their customers. 

However, under the existing 
UK-US agreement, Bermuda n, 
American and United Airlines 
are the only two US earners 
allowed into Heathrow. Hence 
the US desire to open the airport 
to all by reaching an "open 
skies" agreement with the UK. 

While the US has managed to 
conclude open skies deals with 31 
countries, it has waited a long 
time to teach such an agreement 
with the UK. It might have to 
%ait even longer. British Airways 
has said It does not want Heath- 
row to be opened to US competi- 
tion all at once. It would prefer 
liberalisation to take place over 
several years. This means BA 
would have to wait for regulatory 
approval for its planned alliance 
with American. 

Should the two governments go 
along with this? The UK probably 
should. BA cannot be the sole 
determinant of government pol- 
icy; UK traveller* benefit from 
:heir dominant airline facing 
nore competition than national 
irriers anywhere else in Europe, 
■rgin Atlantic, British Midland, 
ranair and EasyJet have all 
it BA on its toes. 

'□wever. BA’s desires cannot 


be Ignored. Many international 
airline executives see it as a role 
model: there are few. if any, 
other UK companies which 
attract similar accolades from 
their peers. There are also practi- 
cal objections to opening Heath- 
row immediately. Tbe airport ts 
so congested that air traffic con- 
trollers believe any additional 
flights would compromise safety. 

The US is unlikely to be happy 
about an agreement which allows 
gradual liberalisation. But Wash- 
ington's position Is weak because 
it earlier this year concluded 
phased open skies agreements 
with France and Japan. It Is diffi- 
cult to see how it could argue the 
UK should be treated differently. 

Hie European Commission will 
object It last week moved ahead 
with legal action against eight 
European countries, Including 
the UK, for having bilateral deals 
with tbe US which discriminate 
against other EU carriers. How- 
ever, Brussels concedes existing 
bilateral deals will not be 
scrapped, but simply Incorpo- 
rated into a wider EU-US accord. 

A more substantial objection is 
that governments should not be 
horse-trading in this way at all. 
Aviation should be like any other 
industry - open to competition 
without excessive state interfer- 
ence. But it is not. A graduated 
UK-US open skies agreement 
would be an improvement on 
Bermuda U - and It may be the 
only deal available. 


The president’s progress 


Congressional mid-term elections find Bill Clinton concentrating on running -the country rather 
than hitting the campaign trail, write Gerard Baker . and Mark Suzman 


T o his enemies, tomor- 
row's critical mid-term 
congressional elections 
were supposed to be a 
referendum on President Bill 
Clinton. Republicans hoped that 
making the character-flawed Mr 
Clinton the issue would give 
them a political breakthrough 
that might not only secure his 
impeachment in the next few 
months, but could also usher in a 
period of unprecedented Republi- 
can domination of national poli- 
tics. 

With Democrats on the defen- 
sive over the president’s admit- 
ted wrongdoings Id the Monica 
Lewinsky affair, it looked as 
though Republican optimism that 
they could build significantly on 
their existing majorities in the 
House of Representatives and the 
Senate was justified. 

Mr Clinton himself, most 
unusually for an Incumbent pres- 
ident, campaigned sparingly, 
heeding the advice of Democrats 
that it might be better if he 
stayed out of their districts. 

But If tbe president has been 
conspicuous by his absence on 
the campaign trail, be has been 
busy elsewhere, aiming to recap- 
ture some of the momentum of 
his presidency through the most 
effective form of campaigning he 
has ever done - governing. 

Mr Clinton has done an excel- 
lent job in tbe final two weeks or 
the campaign in projecting him- 
self as national leader, above the 
partisan fray of Washington, ful- 
filling his duties to the people. 

Two weeks ago he got the bet- 
ter of the Republican-controlled 
Congress in the final negotiations 
over the US federal budget for 
the current fiscal year. Later that 
week, he persuaded Benj amin 
Netanyahu, the Israeli prime 
minister, and Yasslr Arafat, pres- 
ident of tbe Palestinian author- 
ity, to strike a deal that restarted 
the Middle East peace process. 
Last week he was in the thick of 
discussions that led to a state- 
ment by leaders of the Group of 
Seven industrialised nations 
aimed at stabilising the world 
economy. 

In between, he even got time to 
pose very publicly in Cape Can- 
averal as all Americans cheered 
the return to space of 
hero-astronaut John Glenn. 

In the end. of course, this 
string of apparent successes may 
be as fleeting and unproductive 
as Mr Glenn's nostalgic trip back 
to the stars. 

However, they have largely 
achieved their primary goal, 
which is to neutralise Republican 
attacks. With polls suggesting a 
solid two-thirds of the American 
people still approve of Mr Clin- 
ton's performance, the White 
House has been hoping that this 
burst of presidential activism will 
further highlight the contrasts 
between Mr Clinton and his oppo- 
nents. While they continue to 
pore over details of his sex life, 
the argument goes, Mr Clinton is 
busy naming the country - and 
doing it rather well. 

If he does secure his survival, 
as seems Increasingly probable. 
Mr Clinton then has a much 
more difficult task. To prove 
that, in his final two years in 
office, facing a Republican- 
controlled Congress, he is stIU 
relevant and capable of forging 
some kind of legacy as an effec- 
tive president He has a number 
of important outs tand ing domes- 
tic and international policy 
changes he wants in the next two 
years - from wholesale reform of 
social security (the state pension 
system) - to securing East track 
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trade negotiating authority. 

The successes of the past few 
weeks were designed to demon- 
strate that even in the most 
adverse circumstances, BUI Clin- 
ton's political and administrative 
skills are so great that he can 
secure the main points of his pro- 
grammes. 

“We had a very difficult year 
this year, without question. But 
look, for example, at the budget 
we were able to get through." 
says Joe Lockhart Mr Clinton's 
press secretary. “The fact is, that 
even in the clrcus-Uke atmo- 
sphere of the past year, the presi- 
dent has been able to prevail on 
his main budget priorities. That 
shows we can get things done." 

Both tasks - surviving the 
impeachment process and getting 
through his remaining legislative 
ambitions, depend crucially on 
keeping the expected Republican 
gains tomorrow down to tbe bare 

• minjmimi- 

In fact the Democrats' pros- 
pects are no- longer nearly as 
bleak as they were in the days 
after Kenneth Starr, the indepen- 
dent prosecutor, first released his 
report calling for tbe impeach- 
ment of Mr Clinton. The Lewin- 
sky affair has been a mere detail 
in most of tbe congressional cam- 
paigns. 

The campaign across the coun- 
try has been unusually frag- 
mented - no great national 
issues have dominated - as they 
did in 1994, for example, when 
the Republicans swept to power. 
“Even after the Starr report, tbe 
fact Is that local districts are pri- 
marily concerned with local 
issues," says James Thurber, 
director of the Center for Con- 
gressional and Presidential 
Studies at American University 
in Washington. "The issues vary 
from place to place, but people 
want to talk about crime, jobs, 
the environment and education.” 

As a result, with the US econ- 
omy still performing well, the 


poll looks set to be what most 
analysts had predicted before the 
scandal broke: an election in 
which the vast majority of 
incumbents are easily returned 
to office. 

Republicans remain outwardly 
confident of gaining as many as 
30 seats in the House of Repre- 
sentatives while adding to their 
32 state governorships. 

Potentially even more impor- 
tant, while they have no realistic 
shot at winning tbe 67 seats 
needed to convict the president if 

The key for both 
parties will be 
how many voters 
decide to go 
to the polls 


the House decides to Impeach 
him, there is an outside possibil- 
ity that they will manage to 
secure the 60 needed to override 
Democrat attempts to filibuster 
legislation. Far their part Demo- 
cratic leaders say publicly they 
hope to regain control of the 
House, but many privately 
acknowledge that holding their 
current seats would be a victory. 

The key for both parties will be 
how many voters decide to go the 
polls. Although tbe election is 
expected to plumb new lows In 
turnout, Republicans had ini- 
tially hoped that the deep disgust 
their supporters have for Mr 
Clinton would ensure they vote 
in larger numbers than their 
opponents. But Democrats are no 
longer as fearful that their sup- 
porters will stay home in frustra- 
tion at the president’s behaviour. 

Nevertheless, even If the Lew- 
insky affair has not significantly 
affected the poll, several Demo- 
crats still look vulnerable. Carol 


Moseley-Braun of Illinois, the 
only black womari in the Senate, 
is regarded as likely to lose, 
while in California and Washing- 
ton respectively, Barbara Boxer 
and Patty Murray are both fight- 
ing off tough challenges from 
Republicans attacking their lib- - 
era 1 voting records. 

Russ Felngold, a liberal-leaning 
Democrat from Wisconsin, could 
be one of the surprise losers 
tomorrow - hoist, as it were, by 
his own integrity. Mr Felngold. 
who has sponsored legislation to 
change the way US political cam- 
paigns are run, has refused to 
raise funds that would easily 
have been available to him. IQs 
opponent, unburd ened with such 
scruples, has massively outspent 
the Democrat. 

But a couple of Republicans are 
also at risk, most notably Alfonse 
D’Amato, the New York senator 
who is struggling to retain bis 
seat in the face of a strong chal- 
lenge from Charles Schumer, a 
Democratic congressman. In the 
House too. several Democrats are 
making unexpectedly strong 
showings In Republican seats. 

But while the tightening race 
means there is . still an outside 
chance Democrats could .end up 
gaining seats. Republicans enjoy 
two key overall advantages: they 
are defending fewer vulnerable 
districts and enjoy a huge finan- 
cial edge which has allowed them 
to put vast amounts of extra cash 
into marginal races. As a result 
most analysts still expect the 
party not only to win several key 
gubernatorial races but make 
modest gains in Congress. 
Adding an extra &-12 seats in the 
House and two or three In the 
Senate would still be regarded as 
a satisfactory outcome for the 
party. 

Even if not as «famqging as ini- 
tially feared, that could be awk- 
ward for Mr Clinton- A good 
Democratic performance at the 
polls is likely to make Congress 


OBSERVER 


A wizard 
way to fly 


Jet-set executives are trying 
every trick to the book to avoid 
Milan's new Malpensa airport. 
Aside from computer and 
baggage delivery problems, die 
50km taxi ride into the city takes 
an hour and costs as much as a 
cheap return flight to London. It's 
a terrible bind for busy business 
folk, so what better time to 
launch an executive airline based 
at nearby Bergamo? 

Gandalf Airlines, inspired by 
the good wizard to 
J.R.R. ToJkeJn's Lore/ of tile 
Rings, is due to start flying 
across Europe next year from 
Bergamo's Orio al Serio airport. 
Behind the project are three 
former McKinsey management 
consultants led by Luciano di 
Fazio, a man who learned to fly 
even before he passed his 
driving test 

Financial backing for his flight 
of fancy comes from Unicredito 
HaJiano, recently formed through 
the merger of Milan's Credito 
ItaJiano with a group of north 
Italian regional banks. Alessandro 
Profumo, the bank’s chief 
executive and new whizz-kid of 
Italian finance, was also once a 
McKtosey partner. The bank Is 
taking a 12.5 per cent stake. 

Ahead of the launch, di Fazio 
is only too happy to shout about 
foe high standards of service 
he’ll be offering passengers. But 
Gandalf s biggest bit of magic 


could be getting executives to 
Milan without having to go 
through the dreaded Malpensa. 
Could be one airline that realty 
takes off. 

Wrong channel 

When is a river not a river? It 
sounds like a question for the 
(fictionary rather than democracy, 
but in Missouri tomorrow they're 
voting on just this Issue. And the 
gaming Industry is holding Its 
breath. 

In 1994, voters changed the 
state constitution to allow 
gambling on the Mississippi and 
Missouri rivers. But the 
subsequent explosion of gaming 
joints has gone wefl beyond 
those smoke-belching wooden 
sternwheders that once piled the 
rims, where gentlemen to black 
waistcoats play poker and drink 
rye whisky. 

The definition of a riverboat 
has been stretched and these 
days includes much bigger 
vessels. Developers have built 
ponds linked to the rivers by 
narrow channels and put large 
barges full of gaming machines 
on them surrounded by 
non-floating motels, restaurants 
and car paries. The vessels are 
known as “boats to moats" and 
don’t go anywhere- They don't 
have captains, crews or 
navigation equipment - though 
some do have engines. 

But the Missouri Supreme 
Court last yea- defined a river in 
such a way that only three of the 


16 boats involved In the state’s 
gaming industry were actually 
floating on one. 

Tomorrow's mid-term election 
In the state of Missouri is 
accompanied by a proposition to 
change the definition again and 
let a few more of the joints stay 
afloat Other way, it should 
cause a few ripples. 


Soap froth 


State-run Vietnam Television Isn’t 
known tor Innovative 
programming. But Sunday 
afternoons love been 
transformed by a new 
homegrown soap - 77» Stay of 
Nho VUtege, an everyday story of 
country folk in open revolt 
against communist authorities. 

Since last year’s 
anti-government protests to fhe 
northern province of Thai Blnh by 
villagers angry about corrupt 
local officials, rural unrest has 
been a sensitive topic to Vietnam. 
But the fictional villagers of Nho 
have had viewers glued to their 
sete as they barricade their 
village and fight off the security 
police - all in the hope of getting 
benign central government help 
against corrupt local officials. 

ft may sound like a call to 
direct action by disgruntled 
Vtemamese peasantry. But 
there’s a moral to fins tale: the 
local leaders, who are portrayed 
sympathetically, are really 
unscrupulous elements taking 
advantage of tire situation - just 
what the authorities said about 


the Thai BJnh troublemakers. In 
the end, the innocent villagers 
learn the wisdom of complaining 
through the proper channels. 

Pedal power 

New Slovak prime minister 
Mikolas Dzuririda has made lack 
of charisma a political trademark. 
The 43-year-old former railway 
manager was a compromise 
choice to lead the new five-party 
Slovak Democratic CoaSflon. His 
campaign style Involved wheeling 
around villages chi a bicycle, 
oblivious to the risk of being 
pelted with rotten frutt. 

This low- key style has served 
the Dzuririda well. Slovaks have 
tired of political strongmen and 
the diminutive one-time transport 
minister could hardly be more 
different to Vtecfimfr Mector, the 
charismatic former premier who 
spent the election campaign 
appearing before adoring party 
rallies. While Medar stiD won 
more votes overall, Dzurinda’s 
good showing gave him the 
premiership. 

The question now is whether 
the new boy can hold on to the 
reins of power. One of his 
ministers - Jan Camogursky, . 
another former premier - is 
already muttering about 
dissolving the SDK,'which was 
formed only to get round 
Medar’s electoral laws. Other 
ofd-styte party bosses are wafting 
to the wings, tfli take more than 
an unassuming manner for 
Ozurfnda to slay in the saddle. 


100 years ago 

Bad News From Havana 
The Western Railway of 
Havana had a dismal 
experience to the year ended 
with June, the Cuban 
insurrection being in fufl swing 
during the earlier portion of the 
period, and the Spanish- 
American war setting in at the 
end of April. Accordingly, the 
report announces a decrease 
to gross receipts. But the 
management cannot complain 
of tiie year as being lacking to 
excitement, for on no less than 
eight occasions bombs were 
exploded under the company’s 
trains, the explosions being 
generally Mowed by a fierce 
attack by the insurgents on 
the Spanish soldiers in the 


Nicaragua Canal 
New York, 1st Nov. The 
Government of Nicaragua has 
granted to an American 
syndicate of which Mr. W. FL 
Grace is the chief member a 
concession for building a 
canaL The concession Is to be 
operated at the expiration to 
the Nicaragua Maritime 
Company on 10th November 
1899. The capital of the new 
syndicate is £20,000,000 8 per 
cent The canal must be 
constructed within ten years 
and will be exempted from 
taxation. .The concession 
indudes a laid grant of one • 
million acres. 
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more wilting to bring an early 
end to the Lewinsky saga, per- 
haps by settling for a lesser pun- 
ishment, such as formal censure. 
But there are still fears that 
Republicans could react to a 
largely uneventful election by 
deciding to drag out an impeach- 
ment Inquiry In a "fishing expe- 
dition” to tty to embarrass the 
president. 

On the basis of the evidence in 
the Starr report, even moderate 
Republicans agree that while the 
president might be impeached by 
a majority of the House on 
charges of perjury and obstruct- 
ing Justice, it is unlikely that the 
required two-thirds of the Senate 
would vote to convict him. 

There are signs that a growing 
number of Republicans are begin- 
ning to question the benefits of 
dragging out the process. Last 
month Jack Kemp, a potential 
candidate for the party's presi- 
dential nomination in 2000, said 
he thought Mr Clinton should be 
censured, not removed. 

Ultimately the bigger question 
may be whether, in what seem 
guaranteed to be politically acri- 
monious circumstances, the two 
sides can agree on important leg- 
islative priorities. Here the signs 
are mixed. 

Tbe president has already sig- 
nalled that his primary goal Is to 
build on the newly balanced bud- 
get by reforming the troubled 
social security system to ensure 
its solvency next century. Repub- 
licans, however, while agreeing 
cm the need for reform, are anx- 
ious to see the new 106th Con- 
gress push at last for what they 
have tailed to achieve so far - 
significant tax cuts. 

Only once tbe shape of the new 
Congress is decided will it 
become clearer whether the two 
sides have any realistic chance of 
overcoming their mutual distrust 
and of working towards a legacy 
that stretches beyond impeach- 
ment hearings. 
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BANKERS SEE UTTLE HOPE OF DEAL DESPITE ECONOMIC RECOVERY PLAN 


THE LEX COLUMN 


Bullying the Banks 


TITTi 


Any risk of Europe’s fledgling central 
bank enjoying a quiet life in Frankfurt 
has disappeared. That much has been 
ensured by the political shift in Germany. 
Fiance, of course, has long held highly 
ambivalent views about a politically 
unaccountable central bank based in 
Frankfurt. But now barely a day 
passes without Chancellor Gerhard Schra- 
der and his minister, Oskar Lafon- 

saying that central fa n] ” should 
care as much about growth as about sta- 
bility. 

At the outset, the BCB will lack politi- 
cal legitimacy. If this campaign serves to 
remind it that it needs to earn the support 
of Europe’s populace, so much the better. 
But it is dearly wrong for Mr Schroder to 
finger the central bankers for low growth. 
If he wants to deal with that problem, he 
should look a bit closer to home and put 
tax and labour market reforms at the top 
of his list of priorities. 
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impact, leaving investors free to concen- 
trate on their other worries. 
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Philips 


At least Cor Boonstra, Philips’s presi- 
dent, has been a man of his word: fix. 
close or sell was the motto and he has 
given notice that factories will he dosed 
with a vengeance over the next four 
years. That will be smaW consolation com- 
ing on the hods of the joint venture with 
Lucent whose unravelling will cost the 
group some SSOOm. For a year’s work, that 
is some price tag. 

Still, Mr Boonstxa cannot be blamed for 
the unhappy mismatch in Philips’s operat- 
ing capacity - too much overall, but not 
enough for some of its key products - 
which is he now getting to grips with. By 
taking in hand an excessively centralised 
structure, and concentrating it on the 
hardware end of the business, he has 
brought valuable focus. 

. What remains is for him to show that 
he can leverage a valuable brand into a 
growth business. Much will turn on the 
wisdom with which he spends his cash 
pile. 


US elections 


Investors may have other things at the 
forefront of their minds, but they would 
he unwise to ignore tomorrow’s US con- 
gressional elections entirely. With all the 
seats in the Bouse of Representatives and 


a third of the Senate up for grabs, the 
outcome will influence two market- 
moving issues: impeachment and tax 
cuts. 

A swing to the Republicans, who 
already have a majority In both houses, 
would mate It more likely that Congress 
votes to impeach President Bill Clinton 
next February or March. Although the US 
public in general continues to give the 
president solid job approval ratings, most 
Republican voters favour his removal 
from office. Even if he escapes impoanh- 
ment, the prospect of a politically 
paralysed president, at a time when US 
global leadership is more important than 
ever, would surely be received badly by 
financial markets. Separately, the Repub- 
licans are also likely to press for the bud- 
get surplus to be used to make Mg tax 
cuts, which bas negative Implications for 
bonds. 

A Democratic victory - they need a net 
gain of 11 seats to regain a majority In the 
House - would take the wind out of 
impeachment But this result is not with- 
out its problems. Investors would fear a 
return to Mg government solutions to eco- 
nomic issues, which could hurt stocks, 
bonds, and the dollar. The Democrats 
would also pass tobacco ami health main- 
tenance organisation legislation more hos- 
tile to those industries. 

Happily, the most favourable outcome, 
where neither party significantly 
improves its position, is also the most 
likely. Most political analysts assign it a 
probability of more than 50 per cent In 
that case, there would be little market 


Talk of a merger or alliance between 
Hoechst and Rhflne-Ponlenc refuses to die 
down. Neither company is commenting, 
but is the idea compelling anyway? Both 
lag behind the world’s largest pharmaceu- 
tical life-sciences groups, thoug h they 
are much improved car several years ago, 

thanbe to ahnflarrt y Tnfartari nmtDgwnant^ 

keen on refocusing. 

What could a de al achieve? Primarily, 
scale. In agrochemicals, it would hit the 
top league of companies with combined 
expected sales of about S5bn for 199& 
Hoechst ‘s business, AgrEvo, is slightly 
larger, but margins at Rhdne-Poulenc’s 
Agrochemicals are higher. Most impor- 
tant, a bigger combine would g e ner ate 
more ca sh for investment in genetic engi- 
neering. 

But despite synergies between agro- 

riw ff ri wlii and pliairnurpiitipal^ g merger 

would achieve for less on the pharmace u- 
ticals side. There is less overlap in thera- 
peutic ar e a s. Further, Hoechst is nwflw 
pressure to prune its tail of older drugs. It 
also needs to cut the number of manufac- 
turing plants the division inherited from a 
recent merger. Another one, at this stage, 
would complicate the existing rationalisa- 
tion effort The point applies not just to 
pharmaceuticals. Although Hoechst has 
been shorn of much of its chemicals bag- 
gage, there are more businesses to be 
sbpri And RhOne-Poulenc retains a near 
70 per cent stake in its old chemicals 
business. Neither Hoechst nor BhOne- 
Poulenc are the pure lifiwdences players 
they aspire to become. 

What of a merger's cost-cutting poten- 
tial? In theory, this should be mouth- 
watering. Combined, the two groups have 
spiling - and general administration 
of between JlObn and $l2bn. A modest 10 
per cent swipe at that would excite inves- 
tors, but the hope that the full savings 
could be wrung out of their respective 
German and French hpartiandg looks opti- 
mistic. 

A full-blown merger looks tricky to 
achieve, and would offer nefthpr of t-hpm 
the access to the pf]p they n*pH. 
More likely, two recovering patients 
would merely serve to prop each other up. 
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Japan and World Bank agree 
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Japan win co-operate with the World 
’ Rank- and the Asian Deve lopmen t 
Bank to provide guarantees for 
bonds issued by troubled ec on o mi es 
in Asia, a Wnjmco ministry 

nffl r la l tpi jd 

It has agreed with foe two agen- 
cies to find ways to use guarantees 
to help reflate foe Asian economies.-- 
«wid Efauke Sakakibara, vice-minis- 
ter of finance for- international 
affairs. The money raised from the 
issues could be used to help in cor- 
porate and banking system restruct- 
urings and to help provide social 
“safety nets". . - 

The plan comes as the world’s 
largest economies step up their 
efforts to strengthen the global 
financial system. On Friday, the 
Group of Seven leading industria- 
lized nations backed a scheme to 
protect well-run emerging market 
economies from potential crises. 


.Tnpan |g at pains to show it is pro- 
viding help to the Asian region, 
partly to stave off criticism that the 
Weakness of its domestic economy is 
damaging its neighbours. 

Mr Sakakibara said bond issues by 
Asian economies “could be a cata- 
lyst In. achieving their economic 
recovery”. He also said such issues 
could help r e v ive the Japanese yen 
band market. 

- Last month Kiichi Mlyazawa, 
finance minister, unveiled a $30bn 
plan to help foe Asian re gion and 
said be hoped to launch guarantees 
as part of thte scheme. 

The World Bank has also bean. 
Mirwi by its gnvB nimant sharehold- 
ers to explore greater use of guaran- 
tees to help countries whose access 
to international capital mar kets has 
been dosed off. 

But until now the "Mlyazawa” 
Irian and World Bank pledge had not 
been publicly linked. The World 
Bank has insisted it will only use 
guarantees when it can “catalyse" 


significant volumes of extra financ- 
ing from other sources. 

Mr Sakakibara said details of foe 
use of foe guarantees had not yet 
been agreed. But he said the guaran- 
tees would be provided to govern- 
ments rather than directly to, say, 
restructuring banks. The guarantees 
would also be partial, leaving foe 
private sector to take some of foe 
underlying country ride. He said foe 
plan would, in effect, be to subsidise 
part of the interest payments for the 
borrowing countries. 

Japanese officials said half the 
$30bn could be made available for 
such bond guarantees and for loans. 
The other half would be devoted to 
trade financing of a more "tradl- 
tionaT nature. 

The scheme would need to be 
approved by Japanese parliament 
and Is unlikely to be implemented 
until early next year. 
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GUS puts finance arm up for sale 

Retailer Great Universal Stores has put its 
finance division up for sale with a £1.2bn ($2bn) 
price tag. The move rs part of an attempt by 
GUS. which this year won a takeover battle for 
Argos, to focus more closely on catalogue 
retailing and Information services. Page 20 

KLM expected to post profits fail 

On Wednesday KLM Royal Dutch Airlines is 
expected to report a net profit before excep- 
tional items ot FI 300m-Fl 369m In the second 
quarter, down from FI 463m ($249m) last time, 
analysts say. Companies Diary, Page 25 

Du Pont buy seen as boost to M&A 

Bankers believe the European takeover market 
may have been boosted by US chemicals group 
Du Port's DM3.1 3bn ($1.9bn) takeover of Her- 
berts, Hoechst's paints arm, last week. Page 22 

Handelsbanken bid may hit merger 

Sweden's Svens ka Handelsbanken hostile 
NKr5.09bn ($6 90m) takeover bid for Fokus Bank 
may torpedo a friendly three-way merger 
between Fokus, Christiania Bank and Postban- 
ken that would create Norway's largest financial 
services group. Market Movers, Page 22 

Brazil congress could test G7 plans 

This week Brazil’s con- 
gress wifi begin consid- 
ering the government's 
financial stability plan. 
The emergence erf con- 
gressional opposition 
to the plans may renew 
pressure on die real, 
the Brazilian currency, 
and so may provide an 
early test to the G7 
plans to pre-empt 
panic movements by 

increasing the IMF's contingency facility for 
loans to emerging economies. Currencies, 

Page 26; Emerging Markets, Page 23 

European traders eye corporate data 

Investors in European stocks will continue to 
keep an eye on corporate results this week as 
the reporting season peaks. So far, profits have 
been broadly m line with market estimates, with 
the exception of some Russian-inspired horrors 
in the financial sector. Equities, Page 27 

Frankfurt awaits company results 

Big company results this week, with Dresdner 
Bank and Siemens to report, could determine 
whether Frankfurt's blue-chip Dax index can 
maintain the upward trend on which it ended a 
nerve-racking month. Markets Week, Page 25 

Five suitors emerge for NPi 

Five companies are emerging as the most likely 
bidders for National Provident Institution, the 
UK mutual life assurer that put itself up for sale 
last month, although other offers could still 
materialise in the next few days. Page 20 

Concern over credit derivatives rise 

Industry experts are warning that the market in 
credit derivatives, which allow worried investors 
to offload their risk to a third party, has grown 
so fast that some banks may be exposed to 
significant positions in a product whose risks 
they still do not fully understand. Page 24 


FT GUIDE TO THE WEEK 
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CLIMATE CONTROL TALKS 
Officials from some 130 countries begin a 
two-week conference in Buenos Aires today on 
reducing greenhouse gas emissions. 
BUDGETARY TASTER 
Gordon Brown, the UK chancellor, will 
tomorrow announce his pre-Budget report, 
which prepares the ground for the full Budget 
due in March next year. 

AWAITING A RATE 

The Bank of England's monetary policy 

committee announces its latest decision on 

*- interest rates at noon on Thursday. 

ROAD TO INDEPENDENCE 
Next Sunday New Caledonia votes cross-party 
proposals that would set the French South 
Pacific island on the road to independence. 
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By Robert Cozfeis 


BP Amoco, the oil group to be 

formed by the £32.6bn 

($55.Q9bn) takeover by British 
Petroleum of Amoco of the US, 
expects to spend around Vbn 
for severance payments and 
restructuring once the merger 
is approved. 

The "significant severance 
and other restructuring costs'* 
are expected to be covered by 
the annual savings of <2bn 
that the company plans to 
achieve by the end of 2000. 

Details of the projected costs 
of the world’s biggest indus- 
trial merger and the savings 
expected are revealed in a dr- 


merger could cost $2bn 

Savings from job losses will help to cover cost of deal 


cular to BP shareholders out- 
lining details of the deal. Most 
job losses are expected to be 
among office workers in the 
US. where operations of the' 
two companies have consider- 
able overlap. 

The documents also confirm 
that top Amoco executives 
demanded extensive assur- 
ances to protect their rela- 
tively high salaries and gener- 
ous compensation. They reveal 
that John Carl, Amoco 's chief 
financial officer, will receive a 
$L25m "retention” payment to 
"induce” him to stay with the 


gronp until the . end .of next 
March, when he will receive a 
severance payment equivalent 
to three years' compensation, 
including salary, bonus and 
benefits. 

Larry Fuller and Bill Lowrie, 
who will become co-chairman 
and deputy chief executive 
respectively of BP Amoco, 
have negotiated, additional pro- 
tections. These include large 
payouts if they are asked "to 
carry out duties inconsistent 
with their position”, or if they 
are required to be based more 
than 50 miles from Chicago in 


the case of Mr Fuller or more 
than 50 -miles from London in 
the case of Mr Lowrie. 

Mr Fuller, who has options 
on more than 1.8m Amoco 
shares, will have a base salary 
of $Lim a year, with a maxi- 
mum bonus of 150 per cent of 
that figure. - - - - 

Advisory and legal fees for 
British Petroleum’s takeover 
of Amoco wfil amount to about 
£LQ2m. the circular shows. 

Sir John Browne, BP'S chief 
executive, had hoped to keep 
the total sum paid to invest- 
ment bankers, lawyers 'and 


Accountants for helping to 
'deliver the world’s biggest 
industrial merger - to. below 
£i00m. The deal will be put 
before . shareholders for 
.approval on November 25.* 

- Proforma accounts for the 
merged group show combined 
profits for 1997. of more than 
$6bn and a combined market 
capitalisation of.' around 

- SUObn. based on the respective 

- share prices just before the 
merger was announced in 
August ■ 

The proforma accounts also 
show BP Amoco would have 
gearing of 24 per cent, below 
the average for integrated oil 
companies. ' 


Ex-Rank chief suggests 
£2bn break-up plan 


By dales Pretzfik in London 

Rank Group, the leisure and 
entertainment company, has 
received a preliminary 
approach about a possible £2bn 
(S3.3bn) break-up from John 
Garrett, the former head of the 
group's leisure division, who 
was ousted earlier this year. 

The approach comes in the 
wake of the resignation last 
Thursday of Andrew Tears, 
Rank's chief executive, after 
disappointing third-quarter 
results. 

Entrepreneur Luke Johnson, 
wbo is non-executive chairman 
of Belgo Group, the restaurant 
company, is also believed to be 
interested in buying assets 
from Rank. A Rank adviser 
said Mr Johnson had proposed 
a restructuring of Its busi- 
nesses to Andrew Teare. chief 
executive. In the past but was 
rebuffed. 

Mr Garrett and Mr Johnson 


are among a large number of 
would-be predators wbo are 
assessing the assets of Rank, 
which is now seen as vulnera- 
ble to takeover. 

Donaldson Lufkin & Jen- 
rette, the Wall Street invest- 
ment hanV has indicated its 
interest in Deluxe Entertain- 
ment Services, Rank’s video 
duplication arm which also 
includes Pinewood Studios in 
Britain. 

DLJ is believed to be anting 
on behalf of Texas Pacific, an 
acquisitive American venture 
capital group. 

Mr Garrett spoke by tele- 
phone to Sir Denys Henderson, 
chairman, on Saturday about 
bis plans. Yesterday Mr Gar- 
rett said: "I was confirming 
that doors would be open if 1 
were to come along to him 
with a proposal. Denys and 1 
have always had a very good 
relationship.” 

Mr Garrett, who fell out with 


Mr Teare over a difference of 
strategy, would like to. see 
Rank broken up with the Hard 
Rock restaurants, Odeon cine- 
mas, Mecca bingo clubs and 
Butlin’s holiday camps having 
different owners. - 

However, the terms of -his 
severance package prevent 
him from trying to do deals 
with Rank until April. It is 
believed that the company 
would now be prepared to 
waive those restrictions. 

Since leaving Rank in Febru- 
ary, Mr Garrett has been seek- 
ing leisure investments, aided 
by advisers from Delaitte & 
Touche. 

Sir Denys, who is conducting 
a search for a new group chief 
executive, is understood to be 
willing to sell Deluxe, which 
could fetch between £750m and 
Ilbn. 

Deluxe's management is also 
expected to seek funding for a 
bid. 



Looking at Rank: Beigo chairman Luke Johnson FViure: Brendan Cor 


Merrill begins sector-based European trading 


By Vincent Baland 


Merrill Lynch, the US 
investment bank, has begun 
trading in European equities 
by sector rather than by coun- 
try. heralding a trend towards 
sector-based share trading in 
the run-up to Europe's single 
currency. 

The bank claims to be the 
first big equities house to 
move away from trading 
shares along country lines on 
its London dealing floor. 

Other US banks are also 
planning to begin sector-based 
trading by January 4, when 


the euro is introduced in 11 
member states of the European 
Union. 

The move brings closer the 
creation of a single market for 
the shares of Europe's leading 
companies. It has been given 
added impetus by this year’s 
proposal from the London and 
Frankfurt stock exchanges to 
create a common equity trad- 
ing platform for the top 300 
European stocks. 

The big equity houses have 
already switched their 
research focus towards pan- 
European sectors and away 
from specific countries. This is 


seen as an important first step 
in ensuring a smooth change- 
over on the trading floors. 

The shift also reflects a grad- 
ual trend among Investment 
and pension funds towards 
Investing along sector lines. 

Thomas Troy, head of Euro- 
pean equities at Merrill Lynch 
in London, said the bank’s 
strategy was largely a 
response to moves by its cus- 
tomers. 

“Our larger customers are 
moving Increasingly from a 
country to a sector approach 
to managing money. It’s an 
evolutionary process and we 


want to keep up with it and in 
some cases anticipate it," he 
said. 

So far only the big US firms 
have indicated they would 
introduce large-scale sector- 
baaed trading, although their 
regional offices will continue 
to concentrate on national 
share markets. European 
bankers, however, expressed 
caution about switching too 
quickly from country to sector 
trading. 

They said they would jeop- 
ardise their commission reve- 
nues if they made the shift 
before their clients were ready. 


“We see no reason to make the 
change too quickly because we 
fed our clients do not want it,” 
said the head of equities at a 
big European bank in London. 

Sector investing has long 
been cited as one of the big 
benefits of the euro, which will 
eventually create a single 
European capital market. 

The government bond mar- 
kets of the 11 euro zone coun- 
tries will be replaced at the 
start of next year by a single 
euro-denominated market 
which will rival the US trea- 
sury bond market in size and 
liquidity.- 


Fuji Bank 
plans 
alliance 
with DKB 


By fiOBan Tettand 
Haoko Nafcamae m Tokyo 

Fuji Rank and Dai-lchi Kangyo 
Bank-are drawing up- plans to 
create the first strategic alli- 
ance between two large com- 
mercial hanks in Japan. 

The two banks are consider- 
ing buying the viable business 
lines oC'Yasoda Trust bank, a 
traditional ally of Fuji, to cre- 
ate a joint asset management 
and custody business. 

Fuji and - DEB yesterday 
denied this would lead to a frill 
merger of the two groups, and 
said details of the alliance 
were still being discussed. 

However, the move high- 
tights the degree to which 
financial pressures are trig- 
gering a realignment of 
Japan’s banking sector. It 
comes amid signs that the gov- 
ernment . Is encouraging 
Japan's weakest b anks to 
merge and restructure as the 
price of its planned injection of 
public funds. Last month the 
government approved a 
Y60,000bn (S500bn) support 
scheme for the sector. 

The planned alliance 
between Fuji and DEB is par- 
ticularly surprising because 
the two banks have not tradi- 
tionally been regarded as busi- 
ness partners. They have acted 
as the main banks for different 
“kefretsu" business groups. 

However, Fuji has come 
under growing market pres- 
sure in recent months, partly 
because of the weakness of Us 
surrounding "Fuyo" keiretsu 
and its exposure to the trou- 
bled Yasuda Trust. Yasuda 
Trust has already received a 
YlOObn capital injection this 
year from the Fuyo group. But 
the hank is struggling to meet 
international capital adequacy 
standards, since it has YSOObn 
of unrealised losses on its 
equity portfolio and Y820bn of 
problem loans. 

DKB. like Fuji, is plagued 
with large bad loans and faces 
growing competition in its 
core business areas due to 
“Big Bang” deregulation. 

The planned alliance would 
start with- a merger between 
the small trust bank subsid- 
iaries at Fuji and DKB. which 
would then jointly acquire the 
pension and custody busi- 
nesses of Yasuda Trust 

The move will lead to the 
effective break-up of Yasuda 
Trust since it win be left with 
only its unprofitable lending 
business. However, Yasuda 
denies that it plans to close 
completely. 
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Prospect of a soft landing 


Win the US economy go into 
recession? Given America's 
historic role as consumer of 
last resort, the prospects for 
global markets in 1999 depend 
heavily on the answer to that 
question. 

According to Friday’s 
□umbers, the economy is still 
bumping along quite merrily. 
Third-quarter gross domestic 
product grew by an 
unexpectedly strong 3.3 per 
cent up from l£ per cent in 
the second quarter and 
apparently undermining a 
growing Wall Street consensus 
that a recession next year is 
unavoidable. As a result 
forecasts for 1999 are now all 
over the map - with 
economists privately expecting 

anything from contraction to 
growth of 2.5 per cent 

In trying to determine the 
outcome, investors should be 
watching three broad areas. 

The first is capital spending. 
With corporate profits coming 
under pressure, the capital 
Investment boom, which was 
one pillar of the Goldilocks 
economy - neither 
over-heating nor in recession - 
is at an end. In a recent survey 
carried out by Moody's 
Investors Services, more than 
half the companies questioned 
reported pressure on selling 


spending will remain sluggish 
tn 1999. with significant risks 
of further deterioration. 

Of equal concern is the 
country's trade position. 
Exports from the US. which 
were growing by 13 per cent 
last year, have now declined 
by 3 per cent The 
mushrooming current account 
deficit, likely to expand from 
2.75 per cent this year to 3JS5 
per cent next, is one factor 
behind the dollar’s recent 
weakness. However, dollar 
weakness will help the trade 
balance, by making exports 
more competitive, while there 
is still no sign of tbe expected 
surge of Asian imports. The 
feet that trade cut just 0.7 per 
cent off GDP in the third 
quarter, against 2.1 per cent In 
the second, gives hope that the 
worst drag on growth from 
this source may he over. 

With those two forces 
tending to balance each other, 
everything depends on the 
consumer. Over the past few 
years, tbe US has experienced 
a spending splurge as US 
households used their stock 
market wealth to justify and 
sometimes even finance 
consumption. As a result, the 
savings rate has been driven to 
almost zero. If felting share 
prices now reverse that 

vould have a big 
owth - other thing s 
» every 1 per cent 
the savings ratio 
•n-tenths of a 
point off GDP. 
of 6 per cent 
onsuxner spending, 
this year, are 
/er. According to 
report from the 


Conference Board, US 
consumer confidence has 
dropped to its lowest level for 
nearly two years, due to 
growing anxiety about 
financial markets, political 
concerns and recent job cut 
announcements. However, the . 
Conference Board survey was 
taken before the Federal 
Reserve’s second rate cut, 
since which share prices have 
regained ground and a 
measure of calm has returned 

to financial markets. 

Spending on consumer 
durables remains healthy, due 
to booming sales of new 
homes. How long the housing 
market will remain strong is 
hard to forecast But Ian 
Shepherdson. chief US 
economist at High Frequency 
Economics, says that over the 
past five years, there has been 
a tight correlation between 
mortgage rates and housing 
starts. If that link holds, the 
recent decline in mortgage 
rates suggests house sales 
could rise 20 per cent in the 
first half of 19JH. That would 
lead to consumer spending 
proving more resilient than 
Wall Street expects. 

While the US economy is on 
track for a severe slowdown, a 
soft landing looks more likely 
than a recession, providing 
another leg to the eight year 
long expansion. Even so, the 
Federal Reserve may well cut 
interest rates again later this 
month. With no sign of 
inflationary pressures, the 
resulting mix should prove 
beneficial for bonds, alrtirmgii 
equities will continue to be 
weighed down by fears over 
dedining earnings growth. 
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RETAILING GROUP WISHES TO FOCUS ON CATALOGUE RETAILING AND INFORMATION SERVICES 


GUS finance division up for sale 


Suitors 


COMMENT 


By Charles Pretdik 


Great Universal Stores, the 
retailer, has put its finance 
division up for sale with a 
£l-2bn ($2bn) price tag. 

The move is part of an 
attempt by GUS, which ear- 
lier this year won a hostile 
takeover battle for Argos, to 
concentrate on catalogue 
retailing and information 
services. 

The sales memorandum 
was sent last week to likely 
financial and trade bidders 


by Merrill Lynch, the invest- 
ment bank, after GUS had 
received several ajgjroaches 
for the division. 

The document shows it 
made a trading profit of 
£11 7m in the year to March 
1998 and. has net assets of 
£Ll7bn. At least £70m of the 
profits came from Interest 
repayments. 

The business helps compa- 
nies and individuals finance 
the leasing and purchase of 
cars. Its biggest arm is Gen- 
eral Guarantee for Finance, 


which concentrates on fund- 
ing motor vehicles in Britain 
and -operates from 55 
branches. 

The second part of the 
business. Highway Vehicle 
Management, specialises in 
the leasing and contract hire 
of private cars and commer- 
cial vehicles. In total, GUS 
has a contract hire fleet of 
17,000 cars and over 1,000 
commercial vehicles. 

The third part of the divi- 
sion which is being sold con- 
sists of insurance and rein- 


surance services whose main 
customers are other GUS 
companies including Home 
Shopping and its overseas 
retail operations. 

However, the memoran- 
dum does not Include details 
of the small bank which 
GUS owns, because its 
fixture has not been decided. 

Once the sale of the 
finance division is com- 
pleted, GUS is expected to 
consider a sale of its over- 
seas interests and Burtenys, 
the luxury clothing com- 


pany. which analysts say is 
suffering from an over-de- 
pendence on Asian sales, 
outdated products and poor 
retail systems. 

Since Lord Wolf son 
became chairman two years 
ago, GUS has spent £33 bil- 
lion on seven acquisitions, 
including Metro ma il, the US 
direct marketing group. The 
group has been transformfaag 
itself from a retafling-cum- 
property conglomerate into a 
business focused ou using 
databases far profit. 


emerge 
for NPI 


Great Universal truths 


By Christopher Brown-ttanes 


Garban suffers from 
downturn in Asia 


By Charles Pretzflk 


Garban. the money and 
securities broker being 
demerged from United News 
& Media, warned yesterday 
that ft had seen a sharp drop 
in profits in the first half of 
this year. 

In its listing particulars, 
the company said: "Profits 
[for the six months ended 
June 30] were impacted by 
lower levels of trading activ- 
ity in the Asia Pacific for 
elgn e xchang e b usiness and 
in the UK securities busi- 
ness. where Garban has 
withdrawn Grom IDB [inter- 
dealer broker] equities activ- 
ities and has been investing 
in anticipation of the intro- 
duction of the euro." 

The listing particulars 
show turnover in the first 
half was £ 167.3m (S283m), 
which Garban said was in 
line with expectations. No 


figure was given for last 
time, but Charles Gregson, 
chairman, said turnover in 
the first half was “down 
about 10 per cent". Mr Greg- 
son said "profits were down 
fUrther”. but declined to say 
by how much. The company 
reported a profit before 
exceptional Items and inter- 
est of £205m in the first half. 

Mr Gregson said the Stack 
Exchange’s introduction of 
order-driven trading in some 
stocks had cost Garban 
about £3 -Sm- 
ile added that the com- 
pany made a "premature 
investment” in European 
government bond broking, 
expecting activity to 
increase sharply in May 
after the conversion rates 
had been fixed for the euro. 
However, activity was 
slower than expected. 

Garban is expected to be 
valued at between £175m 


and £200m when trading in 
its shares begins on Novem- 
ber 17. United News & Media 
shareholders will receive one 
Garban share for each 
United share held. Before 
trading begins, every 10 Gar- 
ban shares will then be con- 
solidated into one Garban 
share. 

Two of the group's US 
companies face allegations 
of sexual harassment, racial 
discrimination and gender 
discrimination from the New 
York state attorney general 
The scat dainu about $79m 
Another sexual harassment 
claim is subject to arbitra- 
tion. Mr Gregson said: 
"We're confident that such a 
liability as there is will be 
covered by insurance and 
the balance sheet would be 
protected.” 

The company expects to 
recommend a final dividend 
of I5.8p per share. 



Graham Hill, chief executive, left; and Charles Gregstm 


Cable companies discuss franchises swap 


By Cathy Newman 


The three biggest UK cable 
companies are intensifying 
discussions about swapping 
their local franchises, in the 
wake of the latest round of 
consolidation in the indus- 
try. 

Executives from Cable & 
Wireless Communications, 


NTL and Telewest Commu- 
nications are expected to 
schedule a meeting to dis- 
cuss the matter shortly. 

Tele west recently paid 
£130m (£217m) to take con- 
trol of Birmingham Cable, 
when it completed its pur- 
chase of NTL's state In the 
franchise. That move raised 
speculation about the next 


stage Of the rati onalis ation 
process. 

The three companies are 
expected to discuss swap- 
ping key franchises in the 
Midlands and north. 

In addition. Telewest and 
NTL may strike a deal on 
Cable London, which the 
operators jointly control. 

The latest move to swap 


franchises follows a period of 
consolidation: five years ago 
there were 24 cable compa- 
nies in the UK, but now 
most of the industry is 
owned by Telewest, CWC 
and NTL. 

Some analysts envisage 
consolidation leading to a 
single UK cable company, 
although the exchange of 


franchises is likely before 
another takeover. 

Earlier this year, CWC 
approached Southwestern 
Bell International of the US 
about buying its stake in 
Telewest However, in Sep- 
tember, MediaOne of the US 
bought the shareholding, 
taking its stake in Telewest 
to 2939 per- rent , , 


Five companies .are 
t ffwprgjng as the most likely 
bidders for National Provi- 
dent Institution, the mutual 
life Insurer that put itself up 
for sale last month: Swiss 
Life, AMP, the Australian 
insurer, Barclays, Norwich 
Union and GE Capital. 

AH are understood to have 
tabled formal bids or 
expressed serious interest in 
buying NPI ahead of the 
deadline for the submission 
of b ids at the and of this 
week. Three other compa- 
nies mentioned as possible 
Udders - Prudential, Halifax 
and Abbey National - are no 
I longer thought to be inter-. 

| ested. Other offers could still 
materialise in the next few 
! days. 

I Analysts expect AMP and 
Swiss Life to be particularly 
determined, as they have 
lost out in previous acqoisi- 
tion attempts. 

AMP was an underbidder 
in last year’s auction for 
Scottish Amicable, which 
was eventually won by the 
Pru. 

The Australian group is 
known to be keen to acquire 
a pension provider with 
distribution through Inde- 
pendent flwanriai advisers. 

Swiss Life, which is teen 
to become a pan-European 
operator, already has a UK 
presence in Sevonoaks in 
Kent, near the Tunbridge 
WeDs headquarters of NPL It 
tried and failed to buy the 
French insurer, Gan, earlier 

rtria year. 

Estimates of NETS price- 
range between £lbn and 
£2bn. 

The successful bidder is 
nhnfutf certain have to make 
a significant injection into 
the mutual’s life fund to cor- 
rect tiie financial weakness 
that lies behind its decision 
to abandon mutuality after, 
more than 160 years. 

NPI yesterday declined to 
mnrment on suggestions the 
injection may need to be as 
high as £lbn. 

Analysts expect the organ- 
isation’s 600,000 policy- 
holders to receive windfalls 
of between £1,000 and 52JQQQ 
as a result of the sale. ; 


Rivals are wary as Aggregate stalks Tarmac 


By Jonathan Guthrie 


A mooted merger of 
Aggregate Industries with 
larger rival Tarmac could be 
challenged by other big 
building materials produc- 
ers. These fear the merged 
entity would adopt the same 
aggressive pricing that bas 
allowed Aggregate Indus- 
tries to increase its market 
share at their expense. 

The effect on competitors’ 
margins, until now dis- 
missed as insignificant, 
would be considerably 
greater if the price pressure 
came from a business worth 
£i.66bn, more than twice 
Aggregate Industries' pres- 
ent capitalisation. 

With construction growth 


slowing, building materials 
producers are terrified of 
returning to the abysmal 
market of the early 90s, 
when they slashed prices in 
an effort to retain a share of 
orders that were falling in 
response to the recession. 

RMC Group is believed to 
be one of the businesses con- 
sidering a bid of its own for 
Tarmac if the combination 
with Aggregate Industries 
gets further than the prelim- 
inary talks announced last 
month. Others are watching 
closely. 

Kevin Cammack, an ana- 
lyst at Merrill lynch, said 
rumours of a bid from BMC 
were “indicative of what 
many Industry participants 
are saying. . . They do not 


want a cosy merger between 
Aggregate Industries and 
Tarmac that would create a 
larger, more competent com- 
petitor". 

Mr naminadf said: "Aggre- 
gate Industries has been 
very successful in picking off 
smaPar bits of business, par- 
ticularly in the London mar- 
ket, but the effect has not 
been big enough to start a 
national price war.” 

That could change if the 
two groups combine through 
a merger in which share- 
holders in one group swap 
their shares for equity in the 
enlarged business. Though 
geared at about 50 per cent, 
the new concern would have 
the resources to keep pres- 
sure up on prices for key 


products such as gravel, 
asphalt and concrete. 

The industry would be a 
lot more comfortable with a 
hostile bid by Aggregate 
Industries for Tarmac which 
included a cash offer. The 
cost of buying Tarmac 
shares would weaken Aggre- 
gate Industries’ balance 
sheet, restricting Its ability 
to undercut other producers. 

A contested bid, won by 
Aggregate Industries, might 
be the best outcome for the 
UK's big producers. leaving 
the group struggling to ser- 
vice its debt as volumes fell 
The problem they face is 
that if one of them makes a 
bid, it could win. The victor 
would then have Tarmac's 
heavily indebted construc- 


tion business to dispose of at 
a time when asset values are 
falling. And it would also 
have to sell core assets in 
building materials to meet 
the concerns of the competi- 
tion authorities. 

For this reason, Hanson, 
busy pursuing rapid expan- 
sion in the buoyant US mar- 
ket. is unlikely to throw its 
hat into the ring. RMC, 
tipped last year as a counter- 
bidder to Lafarge of France 
ahead of its EUSbn hostile 
takeover of Redfand, might 
not be put off so easily. As 
Mr Cammack pointed out, 
the group, capitalised at 
about £L7bn, cheerfully sold 
off about half of the cement 
assets it bought recently in 
Germany for £X50m. 


A takeover of Tarmac by 
RMC would pose the worst 
competition problems in 
ready-mix concrete, where 
the groups have estimated 
market shares .of 10 and 30 
per cent respectively. But an 
Industry executive, who 
asked not to be named, said: 
"In the interests of share- 
holders, RMC could not be 
expected to stand to one side 
if Aggregate industries bids 
for Tarmac." 

However, a whole series of - 
different combinations 
between building materials 
producers seem possible. 
Both. Tarmac and Aggregate 
Industries were believed to 
be in talks with a range of 
possible partners at the end 
of last week. 


This Notice hi important ud requires knm. ^iT . attention of Bondholders. Bondholders 
who do ««* understand it or are in any doubt as to the action they should, tnhe should commit an. 
independent fi g nm e fa l attwiscr nutho t-to erf Bader the Hmncfal Se t -v ices Act 1986 without detoy. 

United News & Media pic 

(the “Company”) 

tlncorpcaicd m Englm •ndWUa whh tkniugl UmbHky under Rrstaterai Nambtr 152298) 


NOTICE TO THE BONDHOLDERS OF 

Lite-On Technology Corporation 


I Republic of haly 


£180,000,000 

6 Vi per cent, Subordinated Convertible Bonds due 2003 
(the “Bonds 5 *) 

convertible into finHy paid ordinary shares of 25 peace each 
of the Co mpan y 
(“Shaves’*) 


Notice it heed* gtea to the holder* of the Booth (die “BondhoMas*) tbse 

(I) on Mhh October, 1998, dK Company announced die terms of die prapoied demoger of (he money end 
sccuridei broking and fawiil infoe mri an businesses owned by its wtwUj-cwncd tdnu&ary. Gotten 
the hsoerfn csr atetes of pfc 

bsOs ofotx nsw sbsrr of Garbea fereseb record dute*) on the 


ECU 1,000.000.000 
Rotting rate notes due 2005 
Nodeek hereby g/ventfoe 
the noas wffl bear knersit u 
3,85594% per amwn from 
30 October 1998 to 29 January 
1999. Interest payable on 29 
Jsmary 1999 wffl amount to 
6CW8J3 per ECUM00 now 
and ECU487 35 per ECU5OD00 
note and ECU974J0 per 
ECU 1 00800 note. 


ute-un lecnnoiogy corporation 
US$67,000,000 0.75% 
Convertible Bonds due 2004 

(the “Company** and the M Bonds , ’respectively) 
Notice of the Third Consolidation 
Date In 1998 


Globil Agency end Trot Services. 
□Stank. NA. London 


30 October 1998 

emBAM&j 


NOTICE E HEREBY GIVEN id the holders of the owsandng Bends of 
the Company dot the Board of Dfraanrs tad re so lved a rtfftn issue for 
Increase of the Coraparqfr capital fer.NT$800 mBon. The record (fate for 
the rights Issue is 3 1 October, I9?8 and die issue price is sec at NT$30 per 
share. 

fci accordance wfrfi the Tenra and Cbntflrions a( the Bonds, the Third 
Consolidation Dz® Is 31 October, 1978 and the Closed Period will start 
from 27 October; 1998 to 3? Occabec 1 998. The Cwnwriwi w3f be 
suspended during the Closed Period. The Current Market Price Is 
NTJ28.I 9 based on a akuhdon of the avenge dosing Jure prices for the 
30 Trading Days period tetn 3 September, 1998 to 12 October, 1 998. As a 

ros* of this rights Issue, the Conversion Price is stfi NTJ55.78 per share 
and no adjustment thereof is required. 


c °P* g * ** Con^any** circular dated 30th Oaobcr, 1998 to ha nharehoVdm pring bfbnmdaa 
concerning Ac proposed dcmogcr and convening the Eznordinsy General Meeting mtfof the lining 

at may dme up to and mdoding 26* November, 2003; 


for and on behalf of 

Lite-On Technology Corporation 

November 2, (998 


Grirank;NA 


Rxord d ttc ; daa cf^er 

euecc on and bom the date on which new ihaiea nT n«ten "t* - atVmpd — ««— «— — — -u— i 

^ thereto, which ta expected to be 17* November, 199& end 

_P.O. Bon 18055 P.O. Box 39 ** 


Citibank. NLA. 
Building 136 
B mi Braeugn 
Belgium 


UK S 1,000,000,000 
Kookmin Bank 
Floating Rate Notes 
- due 1999 

In accordance with the 
provisions or the Notes, notice 
b hereby given that the Rue of 
interest for the three month 
period ending 29th January 
IW has been fixed at 7.8375% 
per annum. The . interest 
accruing far such three too nth 

period wHl be HKS 19,75A80 
perHKS 1 .000,000. 


Cased Sad November, 1998 
I ward by United Newt 8c Media pk 


The First National 
Bank of Chicago 


2nd November 1998 
Agent Bank. 


Notice of Meeting to Noteholders of 

Philippine Airfines Receivables Company, Ltd. 

(tfwlssuef'l 

Secured Floating Rate Notes Dos November 2001 

ISlN No. XS0071 359474 
fthfl -Notes") 

This notice is hereby given in our capacity as Collateral Agent 
with respect to tha tfcove-referanced Notes to Infcxm you that 
a Noteholders meeting is being convened on Wednesday, 
November 4. 1 998 from T p.m. to 5 pJTt. In Boardroom 1, Grand 
Hyatt Hong Kong, 1 Harbour Road, Honggono. TeL No: (+8521 
25681234. 

We encourage you to attend so a quorum tvfli be present. If you. 
have any questions prcommentewitti respect to the tw^oing, 
or wish copies of any of tha applicable transaction documentor; 
ptaase contact Daniel C. Brown, Jr.. Vfce President The Chase 
Manhattan Bank, Structured Finance Services, 450 West 33rd 
Street. New YoK New York JOOOi, United Stales oMrnorica;' 
Tel No: (+212) 846 7694, Fax. No; {+212} 946 3818. 

^2cSS5ffi22 BnB ^ t Q CHASE 


UK Digital television 

Retailers and leisure groups grumble that consumers are 
tt gh toning parse strings. But BSkyB’a results last week 
suggest that for the right product, the money is there. True, 
BSkyB has poured Bonds into Investment and marketing, 
but 100,400 digital subscribers in one month, of which 30,000 
were new custometej Is still good going. 

Digital pay-television in the UK will succeed. The case for 
pay-television ts proven and customers will have to switch 
to digital technology when the government switches off 
analogue. For BSkyB the issue is whether its digital offering 
can reignite consumer appetite for its satellite dishes. Dish 
subscribers are far more profitable to BSkyB. than, cable or 
terrestrial viewers, even if aU are watching BSkyB pro- 
grammes. 

Successful pay-television requires subscriber growth. To 
hit expectations of fan digital subscribers by 2003, the com- 
pany will probably need to improve the take-up rate of 
newcomers. But that should be possible, especially as mar- 
keting spend shilte Bum persuading BSkyB’s existing anal- 
ogue customers to switch. 

The potential fly In the ointment will be the launch of the 
rival On Digital service, where early inquiries have also 
been encouraging. In France, consumers have shown an 
appetite for a cheap digital offering where channels feature 
In the dozens rather than the hundreds. This is On Digital's 
pitch too. By offering tailored, cheaper digital packages, as 
well as aU-fitaging/alMancing ones, BSkyB is dearly not 
taking any chances. 


NEWS DIGEST 


BUILDING SERVICES 


Connaught to raise £3m 
from flotation on Aim 


Connaught, thebuikttng services group bought by its 
managers in 1B96, hopes to raise more than £3m, mainly 
for expansion, by placing about a third of its shares on 
Aim. They are llteiy to be priced at 125p, giving the group 
a market capitalisation of some £10m. Trading ts expected 
to start on December 1. ' 

' Pre-tax profits doubled to;£f.3m in the year to August 
31 on sales of £39m (£24m)i according to the pathfinder 
prospectus published today. The company's broker is 
forecasting sales growth of 12 per cent next year and 
profits growth of 18 per cent . ■ 

Mark TlnctaelLfnanaging director, will own 25 per cent 
of the enlarged share capital Three other directors will 
own 25 per cent^hem after taking £100,000 from the flota- 
tion. Midland Growth Capital, the venture capitalist com- 
pany, wil retain 13 per cent Shefia Jones 


SUPPORT SERVICES 


Hays expands in France 


Hays, the business services group, has expanded its 
French activities with the purchase of Sitinfo for an initial 
£9.6m cadi, plus a profit-related payment of up to £2.9m. 


MEDIA 


Taylor Nelson buys in east Europe 


Taylor Nelson Sofres, the world's fourttHlargest market 
Information company, has bought stakes ft Polish and 
Bulgarian businesses. On Friday, It completed the 
£890,000 purchase, of 60 per cent of OBOP, a leading Pol- 
ish market research company owned by Polish Television. 
It is also paying £254,000 for 34 per cent of Balkan Social 
Surveys, in Bulgaria. 


CONTRACTS & TENDERS 


# 


David Wolfion's energetic tenure tt 

has had two features: the revitalisation of home ^PPlng- 
[ through the purchase of Argos, and the development erf an 
Information services business. It is no ' *5}* J J* 

s h onirt have decided that vehicle financing does not m into 
what is increasingly a database company. By this reckoning, 
next on the chopping block will be Burterry’s and the South 
African retail furniture business. Ironically, it is their very 
retail character which makes them stand out in a company 
apparently on a one-way path out of the retail sector. A 
price, of toton will help GUS pay down a chunks' debt , bUL 
but' given Lord WoMson’s keen eye for the bargain, dcsri 
reckon against a further acquisition. 
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NOTICE FOR 
CONSULTANCY SERVICE 


The Government proposes to commission a study to 
examine die feasibility of 'providing a sports stadium 
capable of hosting major domestic and international 
events in the key categories of sports played in Ireland. 
It is intended that a comprehensive and integrated 
study will be produced covering planning, design, 
technical, operational, economic and other issues. 
Service providers must provide details of riurir 
credentials and experience including details of the 
qualifications and relevant experience of individuals 
and/or organisations whom they intend to involve in 
carrying out the study. The service providers (envisaged 
as 6) to be invited to tender will be selected on the basis 
of their suitability in terms of these requirements. 
Following this pre-qualification process, the selected 
companies or consortia will be invited to moke detailed 
proposals for carrying out the study, including fee 
submissions. The' economically most advantageous 
tender submitted from amongst these selected tenders 
will in turn be assessed according to the criteria listed in 
the tender documentation that will be issued to them. 
Applications axe invited from suitably qualified service 
providers wishing to be included in the short lisr from 
whom detailed proposals will be invited. 

The dosing dare for receipt of applications is not later 
than 12.00 hrs on 03.12 1998 ■ 

Further information can be obtained from; 

The Secretary, 

-Stadium Steering Committee, 

Department of the Taoiseach (the Prime Minister), 
G o v e rn ment Buildings, 

Upper Mention Street, 

Dublin 2. 

. Tel: 6194121 Fax: 6622163 
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ALTANA 



A 



We have even- reason to be pleased. 
Byk Gulden. our international 
pharmaceutical company, has been 
working in the interest of better 
health for 125 years. 

The focus of our pharmaceutical 
research is on gastro-intesrinal and 
respiratory diseases, and our 
success is characterised by innovation 
in these fields. Sales of Pantozol* 
our most important gastro-intestinai 
drug, are expected to reach 
DM oOO million within four years of 
launch. We are breaking new 
ground in the fight against illness by 
setting up our own biotech fund 
and using the latest technology for 
our pharmaceutical research. 

Byk Chemie. our additives and 
paint subsidiary, is the worlds leading 
supplier of special chemicals. 

Our customers include point and 
plastics manufacturers, as well as the 
packaging industry. Numerous 
innovations, rop quality service and 
customer proximity world-wide 
boost our leading position. 
Environmentally friendly chemical 
products are the result of many years 
in research and development. 

Today.- more than 3,000 people worfc 
for the ALTANA Group in research 
and development world-wide. 

In 1997. we invested DM 262 million 
in research for our group. 

Further information: 

ALTANA AG 

Gunther-Quandt-Haus 

Seedammweg 55 

D- 6 1285 Bad Homburg v.d.H. 

www.edlana.com 

ALTANA 

Pharmaceuticals and Chemicals 
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ENTERTAINMENT SEC GIVES APPROVAL 


Seagram wins 
US go-ahead 
on PolyGram 


By Alice Rawsthom in London 
and Gordon Cramb 
In Amsterdam 


Seagram has got the 
go-ahead from the US Securi- 
ties and Exchange Commis- 
sion to complete its S10.4bn 
bid far PolyGram, the Dutch 
music and film company. 

Approval came more than 
a month later than the Cana- 
dian drinks and entertain- 
ment group had hoped. 

The news is a relief for 
Seagram, which agreed 
terms to acquire PolyGram 
in May, but can not begin 
the physical process of merg- 
ing the latter's music inter- 
ests with its Universal Music 
subsidiary until It has for- 
mally concluded the take- 
over. 

Seagram originally hoped 
to secure SEC approval for 
the acquisition, the biggest 
in music Industry history, by 
late September and to final- 
ise the deal on October 31. 

However, the clearance 
process ran into unexpected 
procedural difficulties. Sea- 
gram must now allow 20 
working days to secure final 
shareholder approval. The 
earliest it can hope to com- 
plete the transaction is 
December 1. 

Seagram's share price and 
that of Philips, the Dutch 
consumer electronics group 
from which it is buying 
75 per cent of PolyGram, 
have fallen because of inves- 
tors' concern about the SEC 
delays. 

The shares were also 


affected by speculation that 
Seagram, which agreed 
terms for its bid before the 
recent financ ial market tur- 
bulence and will have to 
pay an extra |750m because 
of subsequent currency 
changes, might seek to rene- 
gotiate its offer of FI 115 a 
share. 

Seagram previously 
secured a cut in its original 
offer of FI 117, when Poly- 
Gram's second-quarter per- 
formance fell below expecta- 
tions. 

However, Cor Boonstra, 
Philips president, insisted in 
an interview with the Finan- 
cial Times that there was no 
question of a further price 
reduction. “No way," he 
said. 

Mr Boonstra said that Sea- 
gram was satisfied with 
PolyGram's recent perfor- 
mance. PolyGram recently 
reported a healthy increase 
in third-quarter profits, and 
analysts expect a strong 
fourth-quarter performance 
thanks to a series of best- 
selling albums and hit films. 

However, Seagram feces a 
tough task in restoring mar- 
ket confidence after complet- 
ing the PolyGram deal. Its 
credit rating was down- 
graded last month by 
Moody’s and Standard & 
Poors in light of the acquisi- 
tion. 

Seagram is expected to 
shed hundreds of jobs at 
PolyGram and Universal 
Music to attain annual 
savings of up to $300m in its 
enlarged music division. 


Hoechst disposal 
seen as boost for 


European M&A 


By Jane Martinson, 
investment Correspondent 


Investment bankers believe 
the European takeover mar- 
ket may have been revital- 
ised by last week’s DM3.13bn 
($l.9bn) takeover of Her- 
berts, the paints arm of 
Hoechst, by Du Pont, the US 
chemicals group. 

The price paid by Du Pont 
was DM 100m higher than 
the DM3.03bn originally 
offered for Herberts by Kohl- 
berg Kravis Roberts, the US 
leveraged buy-out group. 

Hoechst’s talks with KKR 
ended when the US group 
tried to reduce the price by 
15 per cent because of felling 
stock prices and market tur- 
moil since the Russia crisis 
this summer. 

The deal would have been 
’Europe's largest leveraged 
deal and a ground-breaking 
move in Germany, where 
industry tends to be suspi- 
cious of financial buyers. 

The subsequent success of 
Du Pont, which had 
expressed an interest before 
KKR entered exclusive talks, 
provided a fillip to financiers 
looking for deals in Europe. 

One investment banker 
said yesterday. “Although 
we have bad all sorts of tur- 
bulence in the market, this 
deal shows that M&A deals 
are still capable of being 
done at the same value as 
before." 

In particular, bankers 
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Lighting a fuse under Norwegian 


Svenska Handelsbanken J s hostile bid for Fokus may scupper existing three-way: m^ger 

: ** r : Btptofo hff wB a nft ' 

Sheets grfeasreftaMti 


plan, write Tim Burt and Greg Mclvor 


Market 

movers 


| Svenska Handelsbanken 
lobbed a well-aimed grenade 
I into the Norwegian banking 
industry on Friday. 

The hostile NKrS.09bn 
I ($690m) takeover bid by Swe- 
j den’s largest bank for Fokus 
Bank threatens to scupper a 
friendly three-way merger 
I between Fokus. Christiania 
Bank and Postbanken that 
would create Norway’s 
| largest financial services 
group. 

The cash offer apd Indus- 
| trial logic behind the deal 
are attractive but hardly 
| spectacular. The NKr7Q a 
| share proposal involves a 30 
per cent premium for Fokus 
shareholders, while Handels- 
banken has promised no job 
cuts and a degree of auton- 
I omy for Fokus’s regional- 
| based organisation should it 
accept But the prospect of 
the earlier merger being 
| frustrated has rocked the 
industry. 

That deal, announced in 
September, followed a num- 
ber of abortive consolidation 
moves in Norwegian bank- 
I ing, including overtures 
from Christiania to insurer 
I Storebrand and the fefled bid 
by Den norske Bank, Nor- 
way’s largest lender, for 
Bnbank, the home loans 
institution. 

Such deals foundered on 
shareholder and political 
resistance. The Norwegian 


government committed to 
retaining financial services 
in regional cities, threatened 
to block any deal or merger 
that concentrated the indus- 
try in Oslo. 

Aware of such concerns, 
both the Christiania-led 
merger and Handelsbanken ’s 
hostile deal emphasised 
plans to develop Fokus’s 
strong presence in Trond- 
heim. Its home town in cen- 
tral Norway. 

Indeed. Tom Ruud, the 
chief executive of 
Christiania, has vowed to 
move from Oslo to 
Trondheim along with the 
entire executive 

management team of the 
merged bank after the deal, 
which shareholders are due 
to vote on twt* month. 

Handelsbanken, mean- 
while, has promised to 
develop Trondheim as a 
regional banking centre 
within a decentralised organ- 
isation. 

The attempts by both 
banks to placate local politi- 
cians and unions reflect the 
Influence exercised by such 
interest groups over Norwe- 
gian mergers and acquisi- 
tions. Although most Norwe- 
gian b anks are themselves 
the product of mergers, it 
has been largely a piecemeal 
process with few big deals to 
match those seen in neigh- 
bouring Sweden or Finland 

in recent years. 

If Handelsbanken suc- 
ceeds, that could chang H, It 
Insists it has a strong chance 
of success, particularly as 







as . Oct 


Arne Marteosson: face 
fa pursuft of Fokas. 


ers - arm anting for 50 per 
cent of the stock - are likely 
to prefer a premium cash 
offer to the riiare-swap terms 
of the three-way merger. 
Moreover, Sparebanken NOR 
- known internationally as 
Union Bank of Norway - has 
already pledged its 10 per 
cent Fokus stake in favour 
of Handelsbanken 's offer. 

The Swedish bank also has 
a record of g e tting its way in 
such circumstances. Two 
years ago it scuppered a 
merger between Stadshypo- 
tek. the Swedish mortgage 
bank, and Skandia, the 
insurer, with a surprise 
SKr23bn ($R9bn) ca«h bid for 
Stadsbypotek. 

Yet Arne Martensson. 
Handelsbanken chief execu- 
tive, faces formidable obsta- 
cles in his pursuit of Fokus. 

Perhaps the biggest hurdle 
is the strong nationalistic 


Fokus ’s overseas sharehoW- sentiment that runs through 


Norway and is directed pri- 
marily at Swedes. National- 
istic misgivings have 
stopped several Swedish 
takeovers is the past 

Some politicians in Trond- 
heim have already spoken, 
out against the deal on these 
grounds, despite Handels- 
banken’s assurances that no 
jobs would be cot Fokus’s 
employee organisation is 
understood to oppose the 
tie-up for similar reasons. 

Handelsbanken’s chances 
are further constrained by a 
legal requirement in Norway 
that any financial services 
takeover bid must be 
accepted by more than 90 
per cent of the target’s 
shareholders. 

“It is an attractive bid, but 
getting more than 90 per 
cent will be almost impossi- 
ble. Some of the Norwegian 
shareholders just bate the 
Swedes,” says one banker 


involved in the rival three- 
way merger. 

Mr Ruud at Christiania 
refuses to discuss su ch emo- 
tive issues, but claims that 
Handelsbanken’s bid prom- 
ises none of the savings and 
synergies promised by the 
merger - a view rejected by 
Handelsbanken. 

“The key question in aD of 
this is whether Christiania 
will be forced to counter-bid 
following Handelsbanken’s 
approach,” says Matthew 
Czepliewfcz, European bask- 
ing analyst at Salomon 
Smith Barney in London. 

If Christiania offers Fokus 
more attractive terms, it 
migh t persuade the Norwe- 
gian government to come 
down in favour of the three- 
way merger. 

Although it wants to 
appear even-handed. Oslo 
has previously opposed 
transactions that would 


transfer key financial insti- 
tutions into foreign hands. 

-The government will be 
dismayed by fHandetabftfr 
ken’s Udi because it means 
they could lose the prospect 
of Norway’s biggest financial 
institution moving to Trend- 
haho,” the banker said. Most 
analysts, though, behove the 
Norwegian government 
would allow the acqufcttJoa 
if Handelsbanken achieved 
90 per cent acceptance. 

While Fokus wifi be flat- 
tered by the attention of dif- 
ferent suitors, it is in a 
tricky position. It will want 
to avoid a split among share- 
holders over the alterna- 
tives. This could not only 
derail the Handelsbanken 
takeover but also threaten 
the merger with Christiania 
and Postbanken. 

For Handelsbanken, the 
addition of FOkus would be a 
yrntp to its expansion In Nor- 
way. It has bring building up 
a distribution network there 
for about 10 years but prog- 
ress has been slow. 

By acquiring Fokus. It 
would not only become a 
strong competitor in the 
Norwegian market but sig- 
nal a possible wave of over- 
saas interest in Norwegian 

Hantat- 

Glven the rival domestic 
merger proposal, the Norwe- 
gian banking industry 
clearly believes consolida- 
tion is required. The ques- 
tion is whether that will be 
dictated by industrial logic 
and price, or by political 
and nationalistic consider- 
ations. 


Merrill Lynch fires fresh round in cyber-broking battle 


The US firm is making its database of corporate research available free on the web, writes John Authors 


believe that the rationale for 
cross-border consolidation in 
Europe has not been hurt 
too badly by the past three 
months. “Companies still 
want to cut costs and com- 
pete globally. They are pre- 
pared to do this in spite of 
share prices which are Ear 
lower than they would have 
been earlier this year." 

Hoechst. which was 
advised by Merrill Lynch, 
the US investment banker. Is 
a good example of the ratio- 
nale for further restructur- 
ing in Europe. Under Jurgen 
Dormann. chief executive. 
Hoechst is selling off its 
industrial chemicals activi- 
ties to focus on life sciences. 

The sale of Herberts Is an 
important step in this strat- 
egy, but other businesses 
remain. Celaaese and Ticona 
have been earmarked for dis- 
posal and are due to be 
floated next year. However. 
Hoechst has Indicated that, 
as markets have fallen, it is 
also looking at a trade sale. 

The parent company’s 
shares rose strongly at the 
beginning of last week on 
speculation that it was seek- 
ing a partner for HMR, its 
drugs arm that is now its 
chief business. Hoechst 
refused to comment 

In spite of such examples, 
however, several big deals 
have been called off since 
August and the record- 
breaking run of corporate 
transactions has tailed off. 


T he battle for US retail 
investors' dollars being 
waged online will inten- 
sify today when Merrill 
Lynch, the dominant US 
retail broker for many 
decades, makes its entire 
database of corporate 
research available free 
through a new website, for a 
four-month trial period. 

Merrill has one of the larg- 
est investment research 
organisations, with more 
than 700 analysts in 27 coun- 
tries covering more than 
1,500 companies. It believes 
that this research is one of 
the "jewels in its crown" and 
makes the information avail- 
able only to its regular cli- 
ents through its broker 
force. 

Large Wall Street firms 
have traditionally been 
reluctant to make their 
research easily available, as 
it is expensive to compile. A 


few others have made lim- 
ited offerings available 
online at cheap prices, but 
Merrill's new public data- 
base (available at www_ask- 
merrill.com) signals a 
chang e in approach. 

Other Wail Street firms 
will watch the reaction to 
Merrill's move closely. Mark 
Loehr, a managing director 
research at Salomon Smith 
Barney, part of Citigroup, 
said last week that his own 
company was undergoing a 
"huge debate" about 
whether to distribute its 
research for free. 

However, Merrill is ada- 
mant this does not mean it 
will attempt to compete in 
the market for online share 
trading. Instead, it hopes to 
use the web offering to 
encourage more consumers 
to use its network of retail 
brokers. 

According to John Stef- 


fens, vice-chairman, the Ask- 
merriH web rite is meant to 
“show-case” the company’s 
research, saying that the 
value of the web-site was 
“even further enhanced 
when a financial consultant 
can provide the context in 
how that research should be 
used”. 

He added; "We don’t think 
there's a conflict in how 
we’re presenting this and 
where we’re attempting- to 
go”.' ' 

This differentiates Merrill 
from the range of specialist 
internet brokerages, led by 
E*Trade and Ameri trade, 
that are spending heavily an 
marketing to build 
awareness of their products. 
They are aiming to allow 
custome r s to trade far more 
cheaply than they can at 
MerrilL 

Charles Schwab, a 
traditional discount broker, 


is not competing with the 
deep discounters on price 
but has invested heavily In a 
website that allows its 
customers ' access to 
mainstream research and 
satisfies in a user-friendly 
format 

Many commercial banks 
and mutual fond groups 
also offer internet broking; 
with Steve HaH, of Gomez 
Advisors, a New York con- 
-attitancy. oountinF 9^in 


M errill until now- has 
been publicly sceptical 
about online broking, 
saying it encourages 
investors to speculate. How- 
ever, . its competitors 
acknowledge that Merrill 
has one powerful advantage 
- its brand. With so many 
choices, and the internet 
making it so easy to move 
between than, Mr Hall sug- 


gests that a brand is crucial. 
As he puts it, it gives a bro- 
ker “mind share” when 
potential consumers are 
surfing the Web. 

Merrill has been advertis- 
ing heavily for many years, 
and its research shows the 
company to its best advan- 
tage. According to Frank 
Zammataro, Merrill's head of 
strategic technology. “If you 
look at research, the number 
one reason why people come 
back to a web rite la trust 
The real challenge is how 
you bring trust into the 
equation. We want to bring 
the same message of integ- 
rity which has been in the 
minds of American consum- 
ers for decades and bring 
that to the new consumer 
who’s surfing the web 
looking for advice.” 

Merrill does not have to 
bear the high advertising 
costs of the discount bro- 


kers, who are already com- 
plaining about the high rates 
they are being charged to 
advertise on the rites of the 
most popular internet search 
engines. 

However, its intention still 
seems to be to a void compet- 
ing on price. With so much 
information available at 
little cost, it is effectively 
betting that a huge demand 
for trustworthy investment 
advice wifi remain. 

According to Mr Zamraa* 
taro, the goal is to create "a 
collaborative environment 
where two people can look, at 
information in a synchron- 
ised way, and actually make 
sense of it". 

And he is adamant about 
the limited aims of the new 
venture: “This isn’t about 
technology changing the 
business but about the 
roles of individuals in the 
process.” 


OIL WEAK PRICES TAKE TOLL ON NORWEGIAN GROUP 


Statoil warns on full year 


Air Canada loses 


more than expected 


By Valeria SkoU 
to Osfo 


Statoil, the Norwegian state 
oil company, said on Friday 
that this year's profit would 
be significantly lower than 
in 1997. 

The warning came as the 
company reported that nine- 
month net profits were down 
by more than half as weak 
oil prices took their toll. 

A fell in average Brent 
crude oil prices to $13.30 a 
barrel, from $19.20 a year 
earlier, contributed to a 
58 per cent fall in nine- 
month net profits, from 
NKr3.lbn in the same period 
last year to NKrl .3bn 

($176m). 


Low oil prices were 
blamed far NKr43bn of the 
fall in operating profits, 
which fell 46 per cent, from 
NXrl3^bn to NKr7_2bn. 

The decline came in 
spite of a 4 per cent 
increase in revenues to 
NKr93Jbn. 

Harald Norvik, president 
and chief executive of Stat- 
oil. said results after the 
third quarter would be poor, 
and substantially weaker for 
the year as a whole. 

Low oil prices were the 
single most important rea- 
son. “We cant reckon with 
significant increases," he 

The poor figures follow a 
string of weak results from 


Norwegian oil companies. 
Norsk Hydro, Norway’s 
largest industrial group, and 
Saga Petroleum both 
reported a drop in profits 
last month and said they 
wore preparing for oil prices 
to continue at today’s low 
levels into next year. 

A slight decline in Sta toil's 
ofl production and higher 
exploration costs also con- 
tributed to the overall fall, 
along with a NKx3O0m write- 
down an the Lufeng field in 
the South China Sea, a 
NKrSOOm writedown on the 
offshore Varg field in Nor- 
way, and the cost of cancel- 
ling the West Navlon H drill 
ship project. 

The sale of oil was an bar- 


rels a day in the first nine 
months, against 2.1m for the 
same period last year, while 
daily gas sales 
rose from 20.5m cu m to 
23JSm cu m. 

Operating profit for the 
exploration and production 
business sank from NKrl2bn 
to NKr€.6bn. 

Its refining and marketing 
business, which had the 
largest turnover in the 
period, fell from NKrL2bn to 
NKr4D0m. 

Petrochemicals, its only 
business area to improve, 
rose 62 per cent to NKrt35m 
after start-up costs at its 
Tjeldbergodrfen plant in mid- 
Norway last year hit Its 
methanol business. 


By Scott Morrison In Toronto 


Air Canada reported an 
unexpectedly large third- 
quarter loss of C$6im 
(US$39m), or 32 cents a 
share, after a two-week 
pilots’ strike in September. 

The airline, which had 
earnings of C$i81m, or 97 
cents, during the same 
period last year, had been 
expected to lose 22 cents per 
share. It had warned that 
the strike would lead to 
losses In the last two. quar- 
ters of the year, but the 
poorer than expected results 
sent the group’s shares down 
almost 7 per cent on Friday. 

The company said it lost 
C$2I2m in operating income 
as a result of the strike, 


slightly less than the C$240m 
initially estimated. It said 
the strike cost the airline 
C$133m in net i n c ome. 

Air Canada said customers 
had responded favourably to 
incentives designed to 
attract passengers back to 
the airline, but it still expec- 
ted operating and net losses 
for the fourth quarter. 

Lamar Durrett, chief exec- 
utive, said changing eco- 
nomic conditions were forc- 
ing the company to make 
fundamental changes tp its 
business plan in 1999, includ- 
ing reviewing all routes and 
aircraft deployment to pro- 
duce the highest returns. It 
might alter the composition 
of its fleet or defer delivery 
of new aircraft. 
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a private equity firm specializing in telecom investments 


ROMANIA 

MINISTRY OF COMMUNICATIONS 


welcomes 


Call For Tender 


James G. Cosgrove 


The Ministry of Communications hereby announces an 
international tender, for the granting of national li c ense for 
construction and operation o f a rad iocomomnicarions 
system, with multiple access, in TETRA technology, in fee 
410-430 Mhz band. 


Executive In Residence 


Mr. Cosgrove was 

previously CEO of AT&T-Unisource 


Baker Capital 


540 Madison Avenue I New York NT 10022 1212 S48 2000 I 212 480 0660 Fax 


The sender book, containing fee instructions for fee wording 
and submission of the applications can be bought from the 
Ministry of Communications - the Directorate General for 
Regulations: Av. Libert&tu, no. 14/16. sector 5, Bucharest, 
teL 40.1.4001103, beginning with: 02.11.1998. 

The tender book will be issued after the payment of a fee, 
wfneb represents fee equivalent, of 300 USD, at the Romanian 
National Bank currency, from fee day of payment, into fee 
account of tbe Ministry of Communications, number: 
602 11502501, open ai fee Romanian Hade Bank, Bucharest 

branch. 


Tbe deadline for the submission of the applications is 
32.12.1998, at fee above address. 


Tbe result of fee tender will be announced in less than 45 days. 


Classified 

information. 


For information on Classified Business Adverts^; in Ore FT raff: 
Tel. +44 171 8/ 0 4874 Fax; +44 171 873 30&4 
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food ■ . ~ , ~ - 

Kellogg restructuring hits 

third-quarter net profits 

nmfa^’ 4? cerBa ^ 5 food group, saw after-tax 

a wti?" y*- ,hw '* IJaner of1 "8- from 

comDa^J^iSfSll. 58 ^ 193 ** share werie 35 cwxts * ; 
Pared wft 50 carts,, while sales were static at SljBbn. 

tSSSSLS^TSS! *** ******* warned of a 
S l tt2 W, attrtortBd the fall to increased Invest- 

reS!iS.S?!SlL and P^^-related- initiatives and 
^^^ efforts desi^ to reduce costs next year. lt 

cunwipy movements dipped about 
eam,n 9 s hi the third quarter, and 
reduced sales by about l.per cent. Nikki Tail, Chicago 

OFFICE SERVICES 

ISS in Swiss joint venture 

1SS, the Danish office services and cleaning group, is 
setting up a joint venture company In Switzerland with 
Swisscom Real Estate, a subsidiary of the Swiss telecom- 
mumcations group. The new company will oversee' the 
cleaning and maintenance of Swisscom's offices. . - - 
Under the deal, some 1,600 Swisscom employees wU 
i2 l L? ie compan y- "I 11 ** 1 will be 80 per cent owned by ISS. 
WaJdermar Schmidt, ISS chief executive, -<«M the Writ 
venture would boast annual sales of SFr25m f$18.5m} and 
seek an operating margin of 6 per cent 
He described the deal as more promising than renew- 
service contracts, and it would defiver much longer- 
term returns. This is the largest deal of Its Wnd signed by 
us and represents a new way of dealtng wftfi the cus- 
tomer." Ten Burt, Stockholm 


STEEL 

Venezuelan plant inaugurated 

An international consortium led by Japan's Kobe Steel 
(with a 50 per cent stake) on Friday inaugurated a $271 m 
hot-briquetted irpn,(HBI) plant In south-eastern Venezuela. 
The plant Has an: arftuiaf pfoductioR 'capacity of 1m tonnes 
and marks a growing investment In Venezuela's metallurgy 
sector, which boasts low energy and raw material costs. 

The «msorthrri;inciudies Venezuela's state-owned CVG - 
Ferro miners Orinoco, 1 Mexico's Tamsa, and the Interna- 
tional Finance Corporation. 

WHh the help of foreign investment, Venezuela is to 
become foe worief s teading exporter of HBI by boosting 
its production from an estimated 4.7m tonnes in 1997 to 
about 9 -5m r tonnes by 2002. 

World demand for HBl, which is used in steel produc- 
tion, has been growing considerably as the supply of high 
quality scrap metal is ‘insufficient to meet growing demand 
of electric steel- making and new mini-mills coming on tine. 

Australia's BHP arfo Vehezueta’s Stverea are construct- 
ing one of two forther HBI plants yet to come on fine. 
Raymond Cotttt; Caracas 


OIL SERVICES ; 

■-.It 1 <. ■; -f -I 

Aker Maritime earnings jump 

Aker Maritime, a NdTwegtenoil services company held by 
Industrial conglomerate AKSef RGB; -said rfne-raonth net 
profit tndre than doubted. from WCrIOfim to ffl0291hi ■ • 
($39m), as prbffts in its US and UK tmitsFoutpaced earn- 
ings art home. Operating: profit rose from NKrt98mto • - 
NKr53tto, helped larg^F by a cfotfoflnglef profit from 4 
Houston-based Ater Mariftro tb'W020to. 
revenue rose 58 per cent fo NKi14JW4oh. ■. . - 

The company's largest unit by turnover, EPC Norway, 
returned to profft at NVCrl 40m, compared with a’ NKi62m 
loss last year. The company took a NKr120m provfeion on 
the offshore Norwegian Njord ofl ptatfdrth project in toe 
second quarter of 1997; However, third-quarter net profit 
slid from NKr59m to NKrSIm, partly due to a NKr80m Ioot 
from projects in products andweU semeqs;iidng toe ' 
RamRig drilling unit' ' " * •_ 

The- company also announced, that Norsk .Hydro! the . •_ 
counttyte larg^t Industrial graiup. submitted a claim for an 
addftioriW NKr225m‘ from Aker Marit&ne rWattng to the 
Njord project The guarantee claim raises Norsk Hydro’s 
total counter-claim to 'almost NKrfiOQm, versus Aker Mari- ; 
time's original - daJm. of about NKr900m to cover project 
cost wemins. Valeria Skfild, Oslo , ■ 

STORTING GOODS __ : ■■ 

Austrian group set to break even 

Head-TyroSa-M^as, the Austrian sporting goods group, _ 
eedd it would break even this year following a deaf on debt 
forgiveness with its creditor banks earlier this ye*. Mr . 
Johan Eliasch', the Swedish fnvestor who acquired toe , 
company from Austria Tabak three yeare ago when it eras 
neariy bankrupt, said he ekpectetf a substantiaJ net profit 

fOr 1999 "*■ • 

He saW he planned to Itiiinch, anTnitial PuWk: ojwfoS 0:1 - 
" toe Frankfurt stock exchange or Nasdaq In the US nrert 
year, assuming the gtot^l equity nwkete beem^more- 
.stable. Proceeds would ^ fond acqufelttons in toe sporting 

iSSJwaf Head skis and tennis [racquets, 'TfroHa 
bfndinos and Mares scuba diving equipment reported a 
strong year, with higher sates and operating earnings 
despite a decline in its markets. Mr . _ 

Rwwues for 1998 

operating profit more than , 

^^SMuS?^S?^5ur^ Vgd6d share' of toe piv- " 

SSubSSm hSSSteS I Princeand Wilson. 

Mr Eliasch said his goal was to -become 

iha ■worid*racque± market and to keep the lead rn ^rving 
; 'll?ShtohwnnHW up 90 per cent of toe totaled r^tet 

- H& e^«5ected to pass Salomon <«***» 

4A KflJwne the world’s top bindings maker, he sakt 

to $l45m. Itm a^ak * 

1994. In June, its creditor bapks wrote total 

■SSL 1 vStl Mr.HtesdrinJect^Jirm 

SSS^mSnyT^Slhe no^W^94 : pffcent.Th« 

- a oreen liflht to a Schl^9bn ($136m) 

V|« heavily iricfebi^ Eiac- IRnay, viatipg 
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■ COMPANIES & FINANCE 

EMERCTMG MARKETS G7 MEASURES BHOY CONFIDENCE BUT I NVESTORS STILL NERVOUS OVE R BUDGET PROPOSALS 

Panic gives way to uneasy calm in Brazil j 


By Richard Lapper 
LutinAraerica Etktor . 

Much of the panic that swept 

through th * mar . 

fcets hi the wake of Russia's 
riftfann on its debts in mid- 
August has given way to an 
uneasy The of 

capital that- threatened a 
devalu ation erf the real b ss 
slowed to a tricftle. 

The announcement of new 
measures to help -nilneralrfe 
economies by the Group of 
Seven industrialised coun- 
tries on Friday, and hints 
freon US. officials that Brazil 
could be the first benefi- 
ciary, have buoyed confi- 
dence forther, with the Bov : 
espa, Brazil's main stock 
market Index, rising by 7d 
per cent 

Nevertheless, Investors 
some .nervous Hmas 
over the next two months as 
President Fernando Hen- 
rique Cardoso battles to win 
the ^Jproval trf Congress and 
state governors for his ambi- 
tions budget proposals, 
which were announced early 
last week. 

The market's response to 
the budget package gave a 
hint of some of the potential 
troubles to come. 

Even through tin* package 
was exactly in line with 
expectations - aiming for a 


reduction of the fiscal deficit 
by 2£ per- cent of gross 
dODiastfo. induct nest year 
- stock prices. tell hy nearly 
5 per cent on Wednesday and 
Thursday. 

Partly, that was because 
the markets had already dis- 
counted the package, most of 

which had been widely 
leaked in the local press. 

President Cardoso had 
made no secret of the need 
for draconian fiscal mea- 
sures during his election 
campaign ami his re-election 
earfy last month was. per- 
haps. the "Wn fact or behind 
the rally during October. 

Since September 10, when 
the market fall to its low for 
the year of 4,760 (a drop erf 
more than 50 per cent since 
July 80). share prices have 
appreciated by nearly 80 per 
cent, while yields on Brazfl’s 
international bonds have 
fallen by about 10 percent- 
age points. 

yields on the par bond - 
one of Brazil's Brady instru- 
ments - reached 28.17 per 
cent on September 18 but in 
the past three weds have 
ranged between 15 and 18 
per cent, in addition, in spite 
of last week's ups and 
downs, volatility levels have 
fallen quite sharply. 

According to analysts at 
Deutsche Bank tn New York, 


-BtW9p> Usx fQOO} 



the one-month historical vol- 
atility of Brazil’s widely 
traded C bond - another 
Brady - has fallen from 90 
per cent to under 40 per cent 
over the past month. 

Nevertheless, investors 
were disappointed with the 
package for two reasons. 

First, some analysts argue 
that the Brazilian govern- 
ment needs to “overshoot” 
to address a perceived prob- 
lem of credibility, stemming 
largely from its failure to 
y r otfi.em ffl ftf folly tlwral mea- 
sures promised last October. 
Some suggest that one way 
to have addressed this would 
have been to announce an 
acceleration of the privatisa- 
tion programme. 


The market's reaction 
showed that Brazil is “now 
paying the price for its credi- 
bility deficit”, said Paolo 
Leme, bead of emerging mar- 
kets research at Goldman 
Sachs in New York. 

Second, many Investors 
still fear that, in spite of its 
commitment to reform, 
the government could still 
find it difficult to persuade 
Brazil's fractious Congress 
to accept change. 

Although the President 
can usually count on a 
majority of congressional 
deputies, the alliance is an 
uneasy one. Some of the 
measures to the fiscal pack- 
age require constitutional 
change and can only be put 


into practice if three-fifths of 
congressmen vote in favour. 

Local press reports indi- 
cate that even congressmen 
who are members of parties 
formally hacking the presi- 
dent are opposed to some of 
the measures. 

President Cardoso could 
also face problems in some 
states where he must rely on 
governors to implement the 
cuts ordered by the federal 
government. 

Last Sunday, although an 
ally of the president retained 
Sdo Paulo state, left-wing 
opponents gained ground 
elsewhere. Indeed, President 
Cardoso lost control of three 
large southern states - 
Minas Gerais. Rio Grande do 
Sul and Rio de Janeiro. 

However, many of these 
doubts seemed to have been 
forgotten by the end of the 
week, after the G7 announce- 
ment of a new DIF facility 
for countries facing external 
pressures. 

Full details of how the 
facility will work have yet to 
emerge, but the G7 said: 
“The central element would 
be the establishment of an 
enhanced IMF facility which 
would provide a contingent 
short-term line of credit for 
countries pursuing strong 
IMF-approved policies." 

However, initial reports 


indicated that it watt- 
designed to support coun-u 
tries with good economic-., 
fundamentals that are •- 
threatened with contagion - u 
what one official called .- 
“innocent bystanders”, u 
rather than those such as 
Brazil, whose economic tun- , r 
damentals - in particular a . 
budget deficit uf more than T 
per cent of GDP - have been j 
a source of concern in the 
markets for some time. 

Moreover the new facility 
has still to be approved, rais- 
ing the question of whether ’ l 
it will be in place and avail- _ 
able in time for Brazil. 

Nonetheless, US officials '' 
have hinted that Brazil j 1 
would be able to benefit, giv- !l 
mg rise to speculation that "j 
money from the new facility 
might be used to increase 
the size of the financial »■ 
package being arranged for -> 
Brazil by the IMF. 

The worry though is that “ 
sentiment remains fragile. 
With most foreign investors ‘ 
on the sidelines, trading vol- > 
ume continue to be thin. 

In spite of its rally, tbe - 
Bovespa is still nearly 50 per 
cent lower than where it was 
at tbe beginning of last Orto- ! 
her. “in a distressed market 
where assets are cheap it ! 
doesn't take much to move 
things;” cautions Mr Leme. 
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Major projects present a vastmay of . 
different challenges. Dresdner Kteinworf 
Benson has the vital experience and 
expertise around the wortd to help identity 
and quantffy both the challenges and 
opportunities. What -sets^ us apart -from 
others is the determination once these 
have been identified to see fre project ■ 
through to a successful conclusion. We 
are-not aftaid of hard work and we have 


the creative approach and strength of 
resources required to structure toe right 
solution. Around toe world, from power 
plants -to pipelines, from hospitals to 
bridges, we have defivered, again and 
again. The result is a stream of successful 
transactions that together with our 
innovations was acknowledged by Project 
Finance international when awarding us 
"Ananger of toe Year" in 199Z 
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ENTERTAINMENT SEC GIVES APPROVAL 


Seagram wins 
US go-ahead 
on PolyGram 


By Alice Rawsthom fn London 
and Ganfon Cramfl 
In Amsterdam 


Seagram has got the 
go-ahead from the US Securi- 
ties and Exchange Commis- 
sion to complete its $10.4bn 
bid for PolyGram, the Dutch 
music and film company. 

Approval came more than 
a month later than the Cana- 
dian drinks and entertain- 
ment group had hoped. 

The news is a relief for 
Seagram, which agreed 
terms to acquire PolyGram 
in May, but can not begin 
the physical process of merg- 
ing the latter's music inter- 
ests with its Universal Music 
subsidiary until it has for- 
mally concluded the take- 
over. 

Seagram originally hoped 
to secure SEC approval for 
the acquisition, the biggest 
in music industry history, by 
late September and to final- 
ise the deal on October 31. 

However, the clearance 
process ran into unexpected 
procedural difficulties. Sea- 
gram must now allow 20 
working days to secure final 
shareholder approval. The 
earliest it can hope to com- 
plete the transaction is 
December 1. 

Sea gr am’s share price and 
that of Philips, the Dutch 
consumer electronics group 
from which it is buying 
75 per cent of PolyGram. 
have fallen because of inves- 
tors’ concern about the SEC 
delays. 

The shares were also 


affected by speculation that 
Seagram, which agreed 
terms for Its bid before the 
recent financial market tur- 
bulence and will have to 
pay an extra $750m because 
of subsequent currency 
changes, might seek to rene- 
gotiate its offer of FI 115 a 
share. 

Seagram previously 
secured a cut in its original 
offer of FI 117, when Poly- 
Gram’s second-quarter per- 
formance fell below expecta- 
tions. 

However. Cor Boons tra. 
Philips president, insisted in 
an interview with the Finan- 
cial Times that there was no 
question of a further price 
reduction. "No way," he 
said. 

Mr Boonstra said that Sea- 
gram was satisfied with 
PolyGram ’s recent perfor- 
mance. PolyGram recently 
reported a healthy Increase 
in third-quarter profits, and 
analysts expect a strong 
fourth-quarter performance 
thanks to a series of best- 
selling albums and bit films. 

However, Seagram faces a 
tough task in restoring mar- 
ket confidence after complet- 
ing the PolyGram deal. Its 
credit rating was down- 
graded last month by 
Moody's and Standard & 
Poors in light of the acquisi- 
tion. 

Seagram Is expected to 
shed hundreds of jobs at 
PolyGram and Universal 
Music to attain annual 
savings of up to $300m in its 
enlarged music division. 


Hoechst disposal 
seen as boost for 


European M&A 


By Jane Martinson, 
Investment Correspondent 


Investment bankers believe 
the European takeover mar- 
ket may have been revital- 
ised by last week's DM3.13bn 
(Sl-9bn) takeover of Her- 
berts. the paints .arm of 
Hoechst, by Du Pont, the US 
chemicals group. 

The price paid by Du Pont 
was DM 100m higher than 
the DM3.Q3bn originally 
offered for Herberts by Kohl- 
berg Kravis Roberts, the US 
leveraged buy-out group. 

Hoechst ’s talks with KKR 
ended when the US group 
tried to reduce the price by 
IS per cent because of falling 
stock prices and market tur- 
moil since the Russia crisis 
this summer. 

The deal would have been 
Europe's largest leveraged 
deal and a ground-breaking 
move in Germany, where 
industry tends to be suspi- 
cious of financial buyers. 

The subsequent success of 
Du Pont, which had 
expressed an interest before 
KKR entered exclusive talks, 
provided a fillip to financiers 
looking for deals in Europe. 

One investment banker 
said yesterday: "Although 
we have had all sorts of tur- 
bulence in the market, this 
deal shows that M&A deals 
are still capable of being 
done at the same value as 
before.” 

In particular, bankers 
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Lighting a fuse under Norwegian 


Svenska Handelsbanken's hostile bid for Fokus may scupper existing three-way merger 

r “’ 1 ExpkKtfwtaffl^ftSnte “ . 
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plan, write Tim Burt and Greg Mclvor 


Market 

movers 


Svenska Handelsbanken 
lobbed a well-aimed grenade 
1 into the Norwegian ban ki ng 
industry on Friday. 

The hostile NRrS.Oflbn 
(3690 m) takeover bid by Swe- 
I den’s largest bank far Fokus 
Bank threatens to scupper a 
friendly three-way merger 
between Fokus. Christiania 
, Bank and Postbanken that 
would create Norway's 
largest financial services 
group. 

The cash offer and Indus- 
trial logic behind the deal 
are attractive but hardly 
spectacular. The NRr70 a 
share proposal involves a 30 
| per cent premium for Fokus 
shareholders, while Handels- 
banken has promised no Job 
I cuts and a degree of auton- 
omy for Fokus’s regional- 
based organisation should it 
i accept But the prospect of 
| the earlier merger being 
frustrated has rocked the 
industry. 

That deal, announced in 
September, followed a num- 
ber of abortive consolidation 
moves in Norwegian bank- 
l ing, Including overtures 
from Christiania to insurer 
Storebrand and the failed bid 
by Den norske Bank. Nor- 
way’s largest lender, for 
Bnbank, the home loans 
institution. 

Such deals foundered on 
shareholder and political 
i resistance. The Norwegian 


government, committed to 
retaining financial services 
in regional cities, threatened 
to block any deal or merger 
that concentrated the Indus- 
try in Oslo. 

Aware of such concerns, 
both the Christiania- led 
merger and Handelsbanken 'a 
hostile deal emphasised 
plans to develop Fokus's 
strong presence in Trond- 
heim, its home town in cen- 
tral Norway. 

Indeed, Tom Ruud, the 
chief executive of 
Christiania, has vowed to 
move from Oslo to 
Trondheim along with the 
entire executive 
management team of the 
merged bank after the deal, 
which shareholders are due 
to vote on next month. 

Handelsbanken. mean- 
while, has promised to 
develop Trondheim as a 
regional banking centre 
within a decentralised organ- 
isation. 

The attempts by both 
banks to placate local politi- 
cians and unions reflect the 
influence exercised by such 
interest groups over Norwe- 
gian mergers and acquisi- 
tions. Although most Norwe- 
gian banks are themselves 
the product of mergers, it 
has been largely a piecemeal 
process with few big deals to 
match those seen In neigh- 
bouring Sweden or Finland 
in recent years. 

If Handelsbanken suc- 
ceeds, that could change. It 
insists it has a strong chance 
of success, particularly as 
Fokus's overseas sharehold- 
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Arne Martenssoiu feces 
obstacles In pureuit of Fokus. 


ere - accounting for SO per 
cent of the stock - are likely 
to prefer a premium cash 
offer to the share-swap terms 
of the three-way merger. 
Moreover, Sparebanken NOR 
- known internationally as 
Union Bank of Norway - has 
already pledged its 10 per 
cent Fokus stake in favour 
of Handelsbanken’s offer. 

The Swedish bank also has 
a record of getting its way in 
such circumstances, Two 
years ago it scuppered a 
merger between Stadshypo- 
tek, the Swedish mortgage 
bank, and Skandia, the 
insurer, with a surprise 
SKr23bn ($2Abn) cash bid for 
Stadshypotek. 

Yet Arne Martensson, 
Handelsbanken chief execu- 
tive, faces formidable obsta- 
cles. In Ids pursuit of Fokus. 

Perhaps the biggest hurdle 
is the strong nationalistic 
sentiment that runs through 


Norway and is directed pri- 
marily at Swedes. National- 
istic misgivings have 
stopped several Swedish 
takeovers in the past 

Some politicians in Trond- 
heim have already spoken 
out against the flgai on these 
grounds, despite Handels- 
bankea’s assurances that no 
jobs would be cut Fokus's 
employee organisation is 
understood to oppose the 
tie-up for similar reasons. 

Handelsbanken's chances 
are farther constrained by a 
legal requirement in Norway 
that any financial services 
takeover bid must be 
accepted by more than 90 
per cent of the target's 
shareholders. 

"It is an attractive bid, hut 
getting more than 90 per 
cent wifi be almost impossi- 
ble. Some of the Norwegian 
shareholders just hate the 
Swedes," says one banker 


involved in the rival three- 
way merger. 

Mr Ruud at Christiania 
refuses to discuss such emo- 
tive issues, but claims that 
Handelsbanken's bid prom- 
ises none of the savings- and 
synergies promised by the 
merger - a view rejected by 

nftalghnnkBW- 

“The key question in all of 
this is whether Christiania 
will be forced to counter-bid 
following Handelsbanken’s 
approach,” says Matthew 
Czepliewlcz, European bank- 
ing analyst at Salomon 
Smith Barney in London. 

If Chris tiania offers Fokus 
more attractive terms, it 
might persuade the Norwe- 
gian government to come 
down in favour of the three- 
way merger. 

Although it wants to 
appear even-handed, Oslo 
has previously opposed 
transactions that would 


transfer key financial Insti- 
tutions Into foreign hands. 

The government wtU be 
dismayed by IHandelsbah- 
ken’s bid], because it means 
they could lose the prospect 
of Norway's biggest financial 
institution moving to Trend- 
Haim - the banker said. Moat 
analysts, though, believe the 
Norwegian government 
would allow the a c quisition 
if Handelsbanken achieved 
90 per cent acceptance. 

While Fokus will be flat- 
tered by the attention of dif- 
ferent suitors, it la in a 
tricky position. It will want 
to avoid a split among share- 
holders over the alterna- 
tives. This could not only 
derail the Handelsbanken 
takeover bat also threaten 
the merger with Christiania 
and Postbanken. 

For Handelsbanken, the 
addition of Fokus would be a 
fillip to its expansion in Nor- 
way. It has being building up 
a distribution network there 
for about 10 years but prog- 
ress has been slow. 

By acquiring Fokus, it 
would not only become a 
strong competitor in the 
Norwegian market but sig- 
nal a possible wave of over- 
seas interest in Norwegian 
bank* 

Given the rival domestic 
merger proposal, the Norwe- 
gian banking Industry 
clearly believes consolida- 
tion is required. The ques- 
tion is whether that wQl be 
dictated by industrial logic 
and price, or by political 
and nationalistic consider- 
ations. 


Merrill Lynch fires fresh round in cyber-broking battle 


The US firm is making its database of corporate research available free on the web, writes John Authors 


believe that the "rationale for 
cross-border consolidation in 
Europe has not been hurt 
too badly by the past three 
months. “Companies still 
want to cut costs and com- 
pete globally. They are pre- 
pared to do this in spite of 
share prices which are far 
lower than they would have 
been earlier this year." 

Hoechst, which was 
advised by Merrill Lynch, 
the US investment banker, is 
a good example of the ratio- 
nale for further restructur- 
ing in Europe. Under Jurgen 
Dormann, chief executive, 
Hoechst is selling off its 
industrial chemicals activi- 
ties to focus on life sciences. 

The sale of Herberts is an 
important step in this strat- 
egy, but other businesses 
remain. Celanese and Tlcona 
have been earmarked for dis- 
posal and are due to be 
floated next year. However, 
Hoechst has indicated that, 
as markets have fallen, it is 
also looking at a trade sale. 

The parent company's 
shares rose strongly at the 
beginning of last week on 
speculation that it was seek- 
ing a partner for HMR, its 
drugs arm that Is now Its 
chief business. Hoechst 
refosed to comment. 

in spite of such examples, 
however, several big deals 
have been called off since 
August and the record- 
breaking run of corporate 
transactions has tailed off. 


T he battle for US retail 
investors’ dollars being 
waged online will inten- 
sify today when Merrill 
Lynch, the dominant US 
retail broker for many 
decades, makes its entire 
database of corporate 
research available free 
through a new website, for a 
four-month trial period. 

Merrill has one of the larg- 
est investment research 
organisations, with more 
than 700 analysts in 27 coun- 
tries covering more than 
1,500 companies. It believes 
that this research la one of 
the “jewels in its crown" and 
makes the information avail- 
able only to its regular cli- 
ents through its broker 
force. 

Large Wall Street firms 
have traditionally been 
reluctant to make their 
research easily available, as 
it is expensive to compile. A 


few others have made lim- 
ited offerings available 
online at cheap prices, but 
Merrill's new public data- 
base (available at wwwnsk- 
merrill.com) signals a 
change in approach. 

Other Wall Street firms 
will watch the reaction to 
Merrill's move closely. Mark 
Loehr, a managing director 
research at Salomon Smith 
Barney, part of Citigroup, 
said last week that his own 
company was undergoing a 
"huge debate" about 
whether to distribute Its 
research for free. 

However, Merrill is ada- 
mant this does not mean it 
will attempt to compete in 
the market for online share 
trading: Instead, ft hopes to 
use the web offering to 
encourage more consumers 
to use its network of retail 
brokers. 

According to John Stef- 


fens, vicechairman, the Ask- 
merriH web site is meant to 
“show-case" the company’s 
research, saying that the 
value of the web-site was 
“even further enhanced 
when a ftnwnriai consultant 
can provide the context in 
how that research should be 
used". 

He added: "We don’t think 
there’s a conflict in how 
we're presenting this and 
where we're attempting- to 
go." ' r v 

This differentiates Merrill 
from the range of specialist 
internet brokerages, led by 
E*Trade and Ameri trade, 
that are spending heavily on 
marketing to build 
awareness of their products. 
They are aiming to allow 
customers to trade far more 
cheaply than they can at 
Merrill. 

Charles Schwab, a 
traditional discount broker, 


Is not competing with the 
deep discounters on price 
but has Inverted heavily in a 
website that, allows .its 
customers access to 
mainstream research and. 
statistics in a user-friendly 
format. 

Many co mm ercial banks 
and mutual fund groups 
also offer internet broking, 
with Steve Hall, of Gomez 
Advisors, a New York con- 
-sultancy, ootHttiag^SBr-in 


M errill untir how: has 
been publicly Sceptical 
about online broking, 
saying If encourages 
investors to speculate. How- 
ever, . its competitors 
acknowledge that Merrill 
has one powerful advantage 
- its brand. With so many 
choices, and the internet 
making It so easy to move 
between them, Mr Hall sug- 


gests that a brand is crucial. 
As he puis It, it gives a bro- 
ker “mind share" when 
potential consumers are 
surfing the Web. 

Merrill has been advertfs-. 
ing heavily for many years, 
and its research shows the 
company to its best advan- 
tage. According to Frank 
Zammataro, Merrill’s head of 
strategic technology: “If you 
look at research, the number 
one reason why people come 
back to a web site is ' trust 
Hie real challenge is how 
you bring trust Into the 
equation. We want to bring 
the same message of integ- 
rity which has been in the 
minds of American consum- 
ers for decades and bring 
that to the new consumer 
who’s surfing the web 
looking for advice." 

Merrill does not have to 
bear the high advertising 
costs of the discount bro- 


kers, who are already com- 
plaining about the high rates 
they are being charged to 
advertise on the sites of the 
most popular internet search 
engines. 

However, its intention still 
seems to be to avoid compet- 
ing on price. With so much 
information available at 
little cost, it is effectively 
betting that a huge demand 
for trustworthy investment 
advice will remain. 

. According to Mr Zamora- 
taro, the goal is to create "a 
collaborative environment 
where two people can look at 
information in a synchron- 
ised way, and actually make 
seise of it". 

And he is adamant about 
the limited aims of the new 
venture: “This isn't about 
technology changing the 
business but about the 
roles of individuals in the 
process." 


OIL WEAK PRICES TAKE TOLL ON NORWEGIAN GROUP 


Statoil warns on full year 


Air Canada loses 


more than expected 


By Valeria Sk&kl 
in Oslo 


Statoil, the Norwegian state 
oil company, stud on Friday 
that this year's profit would 
be significantly lower than 
in 1997. 

The warning came as the 
company reported that nine- 
month net profits were down 
by more than half as weak 
oil prices took their toIL 

A fall in average Brent 
crude oil prices to $13430 a 
barrel, from $19.20 a year 
earlier, contributed to a 
58 per cent fall in nine- 
month net profits, from 
NKr3Jhn in the same period 
last year to NKri.3bn 
($I76m). 


Low oil prices were 
blamed for NKA2bn of the 
fall in operating profits, 
which fell 46 per cent, from 
NKrl3J2bn to NKr7.2bn. 

The decline came In 
spite of a 4 per cent 
increase in revenues to 
NKr93.1bn. 

Harald Norvik, president 
and chief executive of Stat- 
oil, said results after the 
third quarter would be poor, 
and substantially weaker for 
the year as a whole. 

Low oil prices were the 
single most important rea- 
son. “We can't reckon with 
significant increases,” he 
said. 

The poor figures follow a 
string of weak results from 


Norwegian oil companies, 
Norsk Hydro, Norway's 
largest industrial group, and 
Saga Petroleum both 
reported a drop in profits 
last month and said they 
wane preparing for oil prices 
to continue at today's low 
levels into next year. 

A slight decline In Statofl’s 
ofl production and higher 
exploration costs also con- 
tributed to the overall fall, 
along with a NKrSOOm write- 
down on the Lufeng field in 
the South China Sea, a 
NKrSOOm writedown on the 
offshore Varg field in Nor- 
way, and the cost of cancel- 
ling file West NavtonU drill 
ship project. 

The sale of ofl was 2m bar- 


rels a day in the first nine 
months, against 2.1m for the 
same period last year, while 
daily gas sales 
rose from 20.5m cu m to 
23-5tn cu m. 

Operating profit for the 
exploration and production 
business sank from NKrl2bn 
to NKr&Sbn. 

Its refining and marketing 
business, which had the 
largest turnover in the 
period, fell from NKrl.2bn to 
NKrtOOm. 

Petrochemicals, its only 
business area to improve, 
rose 82 per cent to NKr435m 
after start-up costs at its 
Tjeldbergodden plant In mid- 
Norway last year hit its 
methanol business. 


By Scott Mairison in Toronto 


Air Canada reported an 
unexpectedly large third- 
quarter loss of C$61m 
(US$39m), or 32 cents a 
share, after a two- week 
pilots' strike in September. 

The airline, which had 
earnings of C$18lm, or 97 
cents, during the same 
period last year, had' been 
expected to lose 22 cents per 
share. It had warned that 
the strike would lead to 
losses in the last two quar- 
ters of the year, but the 
poorer than expected results 
sent the group’s shares down 
almost 7 per cent on Friday. 

The company said it lost 
C$2 12m in operating income 
as a result of the strike, 


slightly less than the C$24Qm 
initially estimated. It said 
the strike cost the airline 
C$l33m in net income. 

Air Canada said customers 
had responded favourably to 
incentives designed to 
attract passengers back to 
the airline, but it still expec- 
ted operating and net losses 
for the fourth quarter. 

Lamar Durrett, chief exec- 
utive, said changing eco- 
nomic conditions were forc- 
ing the company to make 
fundamental ofrmngps tp its 
business plan in 1999, includ- 
ing reviewing all routes and 
aircraft deployment to pro- 
duce the highest returns. It 
might alter the composition 
of its fleet or defer delivery 
of new aircraft 
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a private equity firm specializing in telecom investments 


welcomes 


James G. Cosgrove 


Executive In Residence 


Mr. Cosgrove was 

previously CEO of AT&T- Unisource 


Baker Capital 


540 Mjtlfctin Avenue I New York NY 10022 I 212 848 2000 } 212 4SG 0660 Fix 



Call For Tender 


The Ministry of Communications hereby announces an 
iDteznatiooal tender , for the granting of national license for 
construction and operation o f a rad ioconunuaications 
system, with multiple access, in TETRA technology, in the 
410-430 Mhz band. 


The leader book, containing the instructions for the wording 
and submission of the applications can be bought from the 
Ministry of Communications - the Directorate General for 
Regulations: Av. Ubert&tii, no. 14/16, sector 5. Bucharest, 
id. 40.1.4001103, beginning with: 02.11.1998, 

The tender book mil be issued after the payment of a fee, 
which represents da equivalent, of 300 USD. at the Romanian 
National Bank currency, from the day of payment, into the 
account of the Ministry of Communications, number. 
602 11502501, open at die Romanian Trade Bade; Bucharest 
branch. • 


The deadline for the submission of the applications Is 
22.12.1998, « the above address. 

The result of the tender will be announced, in less than 45 days. 


Classified 

information 
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For global 
capita? strength... 
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WEEK 


ING-Ni) BARINGS 


November 2 - November 8 


NEW YORK 


^ Tracy Corrigan 
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US financial markets 
continued what Salomon 
Smith Barney analysts 
Inscribed as “their climb 

osclt from the cliff’s edge" 

test week, despite mi xed 
signals from economic data. 

In the bond market, 
evidence that the economy 
slowed in October h as 
provided some support, 
although some d a ta. «aw.h as 
gross domestic product 
information, ha^ been 
unfavourable for bonds. 

Analysts will be looking to 
Friday’s employment report 
for confirmation of weakness 
in the economy. According 
to Standard & Poor's MMS, 
analysts are expecting a 
175,000 increase in October 
non-farm payrolls. 

Also due on Friday are 
September consumer credit 
numbers, while factory 
orders figures for September 
are due on Wednesday. 

The market is hoping for a 
further easing in interest 
rates by the US Federal 
Reserve at its November 17 
meeting Analyse at 
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Donaldson, Lufkin & 
Jenrette believe that the Fed 
will ease at the meeting “in 
response to the October J 
statistics and out of a desire 
to mnintatn the buoyant 
stock market tone that 
emerged in the aftermath of 
the October 15 move." The 
Fed releases its Beige Book 
on Wednesday. 


LONDON 


By Pttffip Cogyan 
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There will be no difficulty in 
persuading traders to 
‘‘remember the fifth of 
November" this week, as 
that is when the Bank of 
England ’smonetaiy policy 
committee announces its 
decision an interest rates. .. 

Fireworks will be let off in 
celebration if the Bank, as 
some hope, cuts rates by half 
a percentage point but if it 
surprises markets by leaving 
rates unchanged, there is a 
risk the night's bonfires will 
see governor Eddie George ' 

burnt in effigy. 

If any members of the 
committee are in doubt 
about their decision, today’s 
purchasing managers Index, 
which has been gloomy 
about manufacturing, or 
Wednesday's services sector 
survey may provide the 
evidence they need. 
Thursday's numbers on 
manufacturing output and 
industrial production for 
September, due hours before 
the Bank announcement, are 
expected to show further 
monthly falls. 
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The chancellor will also 
produce his green budget 
statement, which win be 
watched, for the Treasury's 
revised economic forecasts 
and, by the gilts market, tor 
the projections on public 
finances. The likely 
economic slowdown in 1999 
should women the fiscal 
position. 


FRANKFURT 


By Tony Barber 
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A series of big company 
results this week could 
determine whether 
Frankfurt's blue-chip Dax 

index IS able tO waintain flip 

upward trend on which it 
ended an otherwise 
nerve-racking October. 

Investors are hoping 
Dresdner Bank, which 
publishes third-quarter 
results today, has survived 
the Asian and Russian 
financial crises better than 
its main rival. Deutsche 
Bank, whose third-quarter 
profits collapsed to DM70m 
from DMldtbn. 

The market is awaiting 
annual results on Thursday 
from electronics and 
industrial group Siemens, 
which has already warned of 
a DMlbn loss in semi- 
conductors but MAN, the 
trucks and machinery 
maker, which publishes 
annual results on the same 
day, is expected to turn in a 
strong performance. 

Shares were propped up 
last week by a stronger 
dollar and an announcement 
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from the G7 countries of 
measures to strengthen the 
world's financial structures. 

Baden-Wflrttembergische 
Bank in Stuttgart believes 
these factors should offer 
early support to the market 
this week, but warns that 
stock exchange trading 
volumes need to be larger to 
ensure a dear recovery. 


TOKYO 

By Ataandra Haney 


The collapse m world stock 
markets and concern about 
the health of Japan's ailin g 
banks pushed equity and 

bond markets in Tokyo to 

record lows last week. There 
are few hopeful signs the 
markets will improve this 
week, as political wrangling 
over a financial sector 
reform bill continues. 

The Nikkei 225 average 
plunged to a 12-year low last 
week, breaking the 
psychologically important 
KOOO-potnt barrier. 

The yield on the 19-year 
government bond contract 
fell to a historic low of 1.06 
per cent on Friday, and 
yields are likely to continue 
their slide without a 
convincing government 
response to banks' bad loan 
problems, analysts said. 

Industrial production 
figures released on Monday 
are likely to be down .is 
much as 9.1 per cent 
year-on-year, mainly because 
of high inventories, says 
Warburg Dillon Read. 

July sales at large retail 
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outlets, also due out on 
Monday, may fall sharply- 
The July figure for new- 
housing starts will be 
reli'.Tsert on Monday and Is 
likely to reflect sharp 
contract ion in demand. 
August new car sales, on 
Tuesday, may also he weak, 
as well as July household 
spending data cm Thursday. 
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Joint venture expected to 
dilute Astra’s earnings 
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Astra, the Swedish 
pharmaceutical company, 
should report improved nine- 
month earnings today, but 
this will do little to alleviate 
longer-term concerns, ana- 
lysts said. Company observ- 
ers are worried that Astra’s 
new sales arrangement with 
Merck will dilute earnings 
ahead of the US patent 
expiry on its key anti-ulcer 
drug, Losec. .Pre-tax profit 
for the first nine months is 
expected to increase 8 per 
. cent . to about SKrll.34bn 
($1.46bn), according to the 
Swedish forecasting com- 
pany, SIX Market Estimates. 

Tn gprnar KUdstroem, ana. 

lystudth Aras FandkommiSr 
sion in -Stockholm, said 
Astra was generating a 
“rather weak profit develop- 
ment”. He said Astra’s prof- 
its mirfrt be diluted by 10 
per cent in the second half of 
1998' by Its acquisition. r hf ’ 
Merck’s share of a joint US . 
sales and naifcking venture. 
Under the agreement, which' 
took effect .on July 1, Merck 
gets royalties of some 80 per- 
cent of the US sales of Losec, 
which generates about 50 per 
cent of Astra's revenues. 
However, Astra loses its US 
patent on Ix>sec in 3001, 
which could expose nearly a 
third of sales to genetic- com- 
petition. 

Losec sales ih *ha US rose 
37 per cent in the first nine 
months of 1998 to $2.17bn 
from J1.69bn a year earlier 
but third-quarter sales were 
down 8.1 per cent to 1535m 
from $570m. AP-DJ, Stock- 
holm. 


• BAA is expected to pro- 
duce a slight toll to second- 
i ' quarter profits, leading to a 
. JU fiat first half. The culprit- 
- » will be the rise, in operating 
costs, which BT Alex Brown 
expects to advance by some 
15 per cent in this quarter, 
due to impact of lower-mar- 
gin revenues from Duty Free 
International, which was . 
acquired last August- - - 
Matthew O'Keefe at BT 
Alex Brown expects BAA to 
produce a 2 per cent fell to 
£169m (£282m) in the quar-. 
ter. 


of the S&P 500 index in the 
US. the increase in BP's 
index weighting in the FTSE 
100 index following the 
merger is likely to prompt a 
technical squeeze in the 
shares so analysts expect 
some short-term outperform- 
ance. The company is expec- 
ted to produce its sixth suc- 
cessive quarter of decline as 
it repeats underlying profits 
Of £426m ($712m). 

• Operating margins at 
Marks and Spencer have 
declined in the face of a 5^ 
per cent wage award made 
earlier this year, which has 
resulted in operating costs 
rising by about 10 per «»nt 
while sales advanced just 3.3 
per cent .This is expected to 
result . in a 16 per cent" 
interim fall to £380m pre-fax, 

: according to BT Alex Brown. 

WEDNESDAY - 

.• YPF, the Argentinian ail 
; company will report third- 
quarter net profit of 8150m 
-$l5lm an Wednesday, down 
from $225tS a' year earlier, 
mainly because of the fall in 
world t>Q prices, analysts 


said. Earnings per share are 
forecast at 43 cents, down 
from 65 cents. 

Frank McGann of Merrill 
Lynch, who forecasts net 
profit of 8150m, or 43 cents 
per share, said: “The third 
quarter was another soft 
quarter for YPF. Year-on- 
year, the most important fac- 
tor in the earnin gs is the 27 
per cent drop in oO prices." 
AFX, Buenos Aires 

• KLM Royal Dutch Air- 
lines is expected to report a 
net profit before exceptional 
items of F1300m-F1369m in 
the second quarter, down 
from Fl463m.($249m) a year 
earlier, analysts say. Earn- 
ings per share are expected 
to.be FI 4.70-F1 6-05 (FI 6.24). 
Analysts cited FI 50m of rev- 
enue lost from the strike at 
Northwest Airlines and a 
strong dollar .as negatives 
for KIM. AFX Amsterdam. 

• Scottish Power has -said it 
wants to make an acquisi- 
tion in the US and investors 
win he keen to hear of any 
plans on that front when the 
company reports its interim 
results. There may be some 
progress on the move to win 
customers for gas, wMle any 
losses in customer numbers 
for the supply of electricity 
will be keenly examined. 
Cost control is likely to 


remain an issue. Analysts 
expect a 2 per cent advance 
to £245m pre-tax. 

THURSDAY 

• Weak Asian refining mar- 
gins have combined with 
falling chemicals volumes 
and oil prices to cast a cloud 
over Shell third-quarter fig- 
ures. A decline of about 25 
per cent is expected, to 
£1.25bn on a replacement 
cost basis. 

•. The combination of 
higher claims due to had 
weather and lower lnvest- 
. ment income is expected to 
produce third-quarter pre- 
tax operating. profits Royal 
& Son Alliance, the insurer. 
In a range of £385m to £425m 
in. the nine months to Sep- 
tember, with most analysts 
tending towards the lower 
end. This would mean a toll 
of about 44 per cent 
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FRIDAY 


• Bad weather In Europe is 
thought to have taken its 
toll on ice cream sales, and 
this will have affected the 
third-quarter results from 
Unilever. Analysts forecasts 
are in a range of £860m- 
£885m. 
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Banco Mayo eurobond 
holders voice concern 


By Ken Warn in Buenos Aires 

The holders or $l00m in 
eurobonds sold this year by 
Argentina’s failed Banco 
Mayo have expressed con- 
cern over their treatment 
after die tr ansf er of much of 
the hank’s assets to Citibank 
last week. 

The Citibank takeover 
ensures that local depositors 
will get their money back, 
but does not guarantee 
Banco Mayo's eurobonds, 
which were last week 
declared in default. The 
default could raise financing 
costs Tor other Argentine 
corporate borrowers and 
even for the government 
unless the issue is resolved, 
according to local observers. 

“This could hurt confi- 
dence at a time when Argen- 
tina needs to secure a lot of 
financing," said Veronica 
Berger Collins, a director at 
Marcuard Asset Manage- 
ment in Buenos Aires. “The 
holders of these bonds are 
mainly European investors 


that buy Eurobonds from a 
range of Latin American 
banks. It's come at the worst 
possible time." 

The Central Bank inter- 
vened in Banco Mayo last 
month after a run of more 
than $2O0tn on deposits amid 
press reports questioning the 
solidity of the bank’s loan 
portfolio. Under the terms of 
last week's deal Citibank 
will take over Mayo's 
remaining $72Sm in deposits 
and 54 of its 78 brandies. 
The deal is expected to safe- 
guard the Jobs of many of 
Banco Mayo's employees. 

In April this year Deut- 
sche Bank managed the 
sale of $50ra in Banco Mayo 
medium-term eurobonds, 
while Paribas organised a 
similar deal in June. Both 
h anks are believed to have 
been lobbying hard for the 
c laims of the bondholders to 
be recognised. 

The Central Bank, still 
struggling to tie up aspects 
of the Mayo transfer, said 
that under the terms of 


Argentina's banking law it is 
forbidden from taking cm the 
Eurobond debt. The law also 
makes corporate bonds and 
deposits placed abroad 
deeply subordinate to other 
liabilities. 

Brazil and Mexico, in con- 
trast, have backed the 
claims of international bond- 
holders In similar situations, 
according to one European 
banking official. 'There is a 
lot of concern among the 
bondholders,” he said. 

"I hope it's resolved, but it 
could end up costing Argen- 
tina more than flOOm in 
terms of hi g her premiums," 
said Mrs Berger Collins. 

Banco Mayo, a co-opera- 
tive bank, was an important 
financial force in Argen- 
tina’s Jewish community, 
and backed a wide range of 
educational and cultural 
activities. Earlier this year it 
took over the Banco Patri- 
cios, which was itself 
suspended by the Central 
Bank in March, also after a 
run on deposits. 


Loblaw to buy Provigo 
in C$1.62bn agreed deal 


By Edward Alden in Taranto 

Loblaw, Canada’s largest 
grocery retailer, has agreed 
a CXI. 62b a ($i.05bn) deal to 
acquire Provigo, the largest 
food retailer in Quebec. 

The deal, announced on 
Friday, would accelerate 
consolidation in the Cana- 
dian grocery industry, mir- 
roring developments in the 
US, where several large 
supermarket acquisitions 
and mergers have recently 
been completed. It would 
also give Loblaw, which had 
sales of C$llbn last year, 
about 35 per cent of the total 
t>nn fHan retail market. 

The proposal comes just a 
week after Empire, which 
owns Sobeys, the largest gro- 
cery retailer in Atlantic Can- 


ada. announced a bid for the 
Oshawa Group in a deal 
expected to be worth about 
C$l.4bn. That deal would 
turn Empire into a leading 
competitor of Loblaw in 
Ontario, where Oshawa has 
struggled to turn a profit 

If both proposals are 
accepted, the Canadian gro- 
cery retailing market would 
be dominated by three big 
Chains, Loblaw, Empire and 
Unowned Safeway, which is 
strong in western Canada. 

Provigo controls about 35 
per cent of the Quebec mar- 
ket with CS6bn in annual 
sales but is facing greater 
competition in the province 
and has been struggling to 
make its Ontario retail out- 
lets profitable. 

Loblaw recently began 


CROSS-BORDER M&A DEALS 


HDDBV1NVESTOR 
Marsh & McLennan (US) 


DuPont (USJ 


Global TenSystams (US) 


McDennid (US) 


Axa France) 


Lafarge (Franco) 


Danone (Prance) 


Yorkshire Water (UK) 


Kingfisher (UK) 


TARGET 


SECTOR 


Sedgwick (UtQ Insurance 


Herberts (Germany) 


NetSouroe (Norway) Telecoms 


W Canning (UK) Chamicate 


Bair Rosenberg (US) Financial srvcs 


Jordan Cement (Jordan) Cement 


DeBqa (Poland) 


Dow-UT Composite (US) Engineering 


Biochem (N 1 lands) Laboratory i 


Bectric CKy (S'pore) 


Laboratory srvc $26m Takes out rival 


Long-term plans 


The United Mexican States Floating Rate 
Notes Due 2001 

Tl>* appUeabl* noc of micrcn far ibr period November 2, 19»8, tixxmgh 
mod including January 31, IW, to be jaM on February I. 1994. a period or 9 1 
dm » 6.01 ISBN. This rate hi HIM above the •Km Me farthrce-amih 
depashs ia US. Dottan KMqrsMd on dM dfapty deripeted m dw Brinsh Broken 
Aaoaamat IMacsr Sratanan Rser (UI9J8KI as epnesd oa Mo Oow Joaotflbhen; 
MoanartC ssTdeme Screen No. JTSfl as u 1 1 AO (London Tunc) on October 29. 
199®. 

The abme rwr equates to ro interest pay m e n t or ILS.O 13.247252 per 
USD I.Q0U.00 In principal amount oTNoica. 

BANCO NACIONAL DE MEXICO, S-A. 

VW* NEW YORK AGENCY 

October 29, 1998 
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IN THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 

IN THE MATTER OF BILLITON PLC 
and 

IN THE MATTER OF THE COMPANIES ACT 1985 

NOTICE IS HEREBY GIVEN that B Petition was on 19 October 
1998 presented 10 Her Majesty’s High Conn of Justice for the 
confirmation or the reduction of tie share premium account of the 
above-named Company by USSI.250 nriUtao. 

AND NOTICE IS FURTHER GIVEN (bet the said Petition is 
directed to be heard before the Companies Court Registrar s ibe 
Royal Courts of Justice. Strand. London WC2A 2LL on Wednesday 
the eleventh day of November 1998. 

ANY Creditor or Shareholder of the sard Co mp any desiring to 
oppose the making of an Older Tor die conflnnatico oT (he said 
redaction of share premium account should appear at (he time of 
he»ing in person or by Counsel for lhal purpose. 

A copy of the said Petition will be furnished to any such person 
requiring ibe same by the undermcntiooetJ Sotiriror* on payment of 
tbe retaliated charge far the same. 

Dated the 29th day of October 199k 

UNKLATEftS & PAINES (CXH/DTL) 

One S3k Street 
London EC2Y 8HQ 

Conptmjr 


Financial Times Surveys 


Logistics 


Tuesday December 1 


For further information 

please contact: 

Catherine Motkcy in Ec1ir.bur-,;h 
Tel: +44 131 220 1199 
F;ix: +44 131 220 1S7S 
email: cathcrinc.n; jrhcyr-FT.corn 
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Hidden risks in credit derivatives 

Concern is mounting over a product, not Hilly understood, says Jeremy Grant 

C oncern Is mounting However, experts say calculated cm the perceived a defaulted asset? Many deal 
over the explosive there are dangerous hiriHon pfcrifhnnd of default by the . era wifi tell you they have n( 
growth of credit deriva- risks and that the market car manufacturer. idea. So It becomes very dif 


&wBt derivatives 


C oncern la mounting 
over the explosive 
growth of credit deriva- 
tives, with Industry experts 
warning that the market has 
grown so fast that some 
hanks may be exposed to sig- 
nificant positions in a prod- 
uct whose risks they still do 
not fully understand. 

Credit derivatives allow 
investors worried that a bor- 
rower may default or a bond 
may not be repaid to offload 
the risk to a third party. 

Volume has taken aS this 
year as finguriq) institutions 
have sought to protect them- 
selves against corporate and 
sovereign defaults during, 
and in the wake of, crises in 
Asia and Russia. 

The British Bankers' Asso- 
ciation says the global mar- 
ket for credit derivatives is 
set to grow to $740bn in 2000 
from $180bn last year. 

Bankers have also hailed 
them as a revolution in 
credit risk management 
because they allow banks 
and corporates to transfer 
credit risk without jeopardis- 
ing client relationships. 

They also allow investors 
to gain exposure to invest- 
ments - such as Russian 
treasury bills (GKOs) - that 
may be off-limits for legal 
and regulatory reasons. 


However, experts say 
there are dangerous hidden 
risks and that the market 
has overshot the regulatory 
environment. 

“People are getting taken 
in by the hype and are not 
asking what could go wrong. 
Senior management have to 
ensure that what could go 
wrong Is properly addressed 
and is properly monitored,” 
said Phil Rivett, capital mar- 
kets partner at Pricewater- 
houseCoopers. 

Two products dominate 
the market: credit default 
swaps (which offer insur- 
ance against defaults) and 
total return swaps (which 
allow an institution to 
acquire the cashflows of a 
bond or other investment 
without holding the instru- 
ment physically). Banks are 
by far the biggest buyers of 
such products, but insurance 
companies and corporations 
are featuring increasingly in 
such transactions. 

For example, a bank *ha* 
has lent money to an Asian 
vehicle manufacturer but is 
worried that it may default 
can buy a credit default 
swap Cram a bank. In the' 
event or default, the bank 
will pay a predetermined 
sum to the investor, who 
pays the bank a premium 


calculated cm the perceived 
HTrrinwnd of default by the 
mapu factnrar. 

In order to assess that 
probability, the bank will 
use an asset related to the 
car manufacturer - typically 
a band Issued by ft - as a 
benchmark. This Is known, 
as a reference credit. ' 

However, analysts say 
there is insufflnient liquidity 
in the credit default swap 
market to be able to extract 
enough information about 
default probability for pric- 
ing purpasesu 
“People don’t realise that 
there isn’t a market value 
for these things. There’s no 
model for pricing them 
because the information 
about default probability 
isn’t there,” said Jessica 
James, of the strategic risk 
management group at First 
National Bank of Chicago. 

T here are also concerns 
about how reference 
credits are priced when 
a default, or other credit 
event has occurred. This is 
often done by taking a poll 
of two or three dealers cm -a 
trading desk. 

“Credit derivatives are an 
essential part of everyone's 
risk management tool kit. 
But who knows the price of 


a defaulted asset? Many deal- 
, as wifi tell you they have no 
idea. So It becomes very dif- 
ficult to collect prices,” said 
Tim Frost, head of deriva- 
tives trading at J.P. Morgan. 

Another issue is the risk 
associated with counter- 
parties, or the- entities that 
are selling credit protection. 
Buyers of protection cannot 
- always be sure they are also 
risk-free. There are particu- 
lar concerns over the expo- 
sure of soma counterparties 
to hedge funds, which bor- 
row heavily to fond often 
risky positions. 

"The whole use of deriva- 
tives as huffing instruments 
has come into doubt because 
many of the counterparties 
have become dubious. There 
is a risk of a chain reaction 
right through the system. 
Where does the buck stop?" 
said one senior US invest- 
ment banker. 

Finally, analysts are 
increasingly worried about 
documentation risk. They 
say that the terms used in 
credit derivatives contracts 
are wide open to conflicting 
interpretation, particularly 
when it comes to determin- 
ing if a “credit event" has 
occurred. (A credit event has 
to occur in order to trigger 
default payment) 
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establishing large new retail 
outlets in Montreal. Que- 
bec's largest city, in an 
attempt to gain a foothold in 
the province. Both Oshawa 
and Empire have been 
oTpHnriing in Quebec as welL 

“Quebec's food distribu- 
tion industry is becoming 
increasingly crowded, espe- 
cially with the arrival of new 
players,” said Pierre 
Michaud, Provigo chairman. 
“A merging of forces is inev- 
itable." 

Provigo shareholders win 
be offered C$15 per common 
share made up of a quarter 
of a Loblaw share and C$7.25 
cash. Provigo shares closed 
Friday at C$I3.65. up C$3fi0 
after the bid was announced. 
Loblaw shares closed at 
C$28.80, down C$120. 
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Prices help Japan’s chemical groups 


By Paid Abrahams In Tokyo 

Depressed feedstock prices 
helped prevent a significant 
deterioration in operating 
profits at Japan's big chemi- 
cals manufacturers during 
the first half. 

Mitsubishi Chemical, the 
country’s largest manufac- 
turer, lifted parent company 
net and operating profits, 
while Sumitomo Chemical 
achieved marginally lower 
operating results but suf- 
fered a big drop in net profit 
due to one-off fectors. Both 
import raw materials priced 
in dollars. 

For the foil year, Mitsubi- 


shi Chemical predicted par- 
ent sales would fall 10 per 
cent to Y900bn ($7.7bn).. but 

operating profits would rise 
21 per cent to Y34bn, and net 
profits would more than dou- 
ble from YSJQbn to YSbzL At 
a consolidated level, how- 
ever, net profits would fell 
from Y5.6bn to zero. 

For the six months to' Sep- 
tember 30, Mitsubishi Chem- 
ical’s parent operating prof- 
its jumped 29 per cent to 
Yl&34bn on sales down 14 
per cent at Y456bn. Net prof- 
its rose 8 per cent to 
YROSbn. 

Sumitomo Chemical pre- 
dicted fall-year parent oper- 


ating profits would fell 9£ 
per cent to YSBhn, oh turn- 
over down 8.7 per cent at 
Y580bn. Net profits would 
also decline, down 37 per 
cent at just YBSfau. 

The company’s nan-consol- 
idated first-half operating 
profits fell A6 per cent to 
Y16.Gbn <m sales down 10J5 
per cent at YZS&taL Net prof- 
its fefl 84 per cenfcto Y4£bn. 

The company said the fell- 
ing cost of raw materials had 
ahnnsi compensated for its 
lower end-product prices. At 
the operating level, an 
increase in research and 
development costs had. been 
offset by cost-cutting. 


At a net level, Sumitomo 
Chemical suffered a securi- 
ties valuation loss of Y3.4bn, 
and an exceptional loss of 
Y&2bn to cover lower than 
expected returns by the com- 
pany's pension plan. 

The discount rate, which 
was lowered in- 1997 from 5.5 
per cent to 4 per cent last 
year, was cut again to 2-3 per 
cent this year. The company 
passed its interim dividend, 
but said it was likely to pro- 
pose a full-year dividend of 
Y5,000per 1,000 shares. 

The only division that 
reported higher sales was 
agrochemicals, whose turn- 
over was up 83 per cent 


Further sale of OTE to raise $l.lbn 



By Kerin Hope In Alliens 

The sale of a further 10 per 
cent of OTE, Greece's partly 
privatised telecoms operator, 
is set to raise $Llbn for the 
government after being sub- 
scribed L8 times. 

The global offering of 
50.4m shares was priced yes- 
terday at Dr6400 per share, 
at the lower end of the 
Dt5,850-Dt 6,600 price range 


set when book-building 
started last week. The price 
of American depositary 
shares was set at $1L 

OTE shares will start trad- 
ing in New York today. 
About 40 per cent of the 
offering has been placed in 
the US and Canada, with the 
rest split between domestic 
investors and European and 
Asian institutions. 

Demand was almost 


evenly . divided' between 
domestic and International 
investors. Retail investors in 
the .US, mostly from, the 
large Greek-American com- 
munity, which was being 
targeted by an Athens-based 
company for the first time, 
showed the keenest appetite. 

George Chryssottiouris, 
OTE chief executive, said 
most of the international 
issue had been placed with . 


institutions regarded as 
long-term holders. 

Analysts said; demand was 
driven byOTE’s above-aver- 
age profits prospects, based 
on fester digitisation of the 
fixed-wire network and rapid 
growth in subscribers to 
CosmOTE, its mobile tele- 
phony subsidiary launched 
in March. The sale reduces 
the state's shareholding in 
OTE to 55 per cent 
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FOr example, credit default 
contracts on Russian risk 
were written in a variety of 
different ways by the parties 
involved. When Russia 
defaulted, many Institutions 
found protection difficult to 
enforce because counter- 
parties refused to accept a 
credit event had taken place. 

The International Swaps 
and Derivatives Association 
has issued standardised doc- 
umentation for credit deriva- 
tives but analysts say terms 
can fall to take adequate 
account of foreign jurisdic- 
tions where certain con- 
cepts, such as bankruptcy, 
may not be recognised. 

Robert Picket, EDA gen- 
eral counsel, said it was 
working on fresh guidelines 
that should be ready early 
next year. 


Motorway 
services 
group sold « 

By Peter Norman In Bonn ' 


The German federal govern- 
ment yesterday announced 
the sale of its Tank und Rest 
chain of motorway restau- 
rants and petrol stations 
to a consortium of three 
investors. 

The purchasing group, 
comprising Allianz Capital 
Partners. Apax Fondsgesefls- 
chaften and LSG Lufthansa 
Service Holding, is under- 
stood to have paid about 
DMi^bn ($725m) for Tank 
und East as well as agree to 
take over liabilities of about 
DM600m. The consortium, 
advised by J.P. Morgan, 
plans an eventual flotation 
of the business. 

Tank und Rast is Ger- 
many's biggest motorway 
service company and owns 
295 petrol stations, 329 res- 
taurants, 54 motels and 40 
kiosks franchised to smaller 
companies. The news of the 
privatisation -raised concern 
among franchisees, despite 
assurances they would be 
represented on Tank und 
Rast's supervisory boards. 
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Investors eye corporate results 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 


@W)rtA« [OVERVIEW 

By VmcentBoland - 

JSfjjfJ ** European stocks 
^11 continae to keep an eye 
®n corporate results this 
as the reporting season 

h^ ks ’K So ?*' have 

“fien broadly in line with 
market estimates, with the 
exception of some Russian- 
inspired horrors in the finan- 
cial sector. 

Astra, the drugs group, 
and ELM, the airline, are 
among the leading compa- 
nies due to report in the 
nex t few days. Otherwise, 

the corporate horizon is rela- 
tively quiet, although vague 

FTSE BUoclOO . 

Mot - ' 


merger and acquisition.' talk 
will continue to . keep some 
sectors on their toes. 

On tire economic front, the 
Bank of En gland is to 
announce on Thursday : 
whether it has decided to cut 
interest rates, and by bow 
much. And there will be. 

much comment on p rnp tv Bi Ta 
by the Group of Seven indns- 
tnal countries to stem the 
tide of global volatility in 
capital markets. 

The markets ended oa.Fn- 
day in relatively robust fash- 
ion, rising across the board 
to round off a good week’s 
trading, although some sec- 
tors fared better than others. 
The FTSE Eferotop 300 index 

Bond yield cum 

Par cam (QttnBarao in® 


Closed at 1062.73, op 18 .fi 
points w 1A per cent, while 
die Ebkc loo Judex closed at 
877.42, np l7Al points or 2.07 
percent 

Over the week, the Euro- 
top 300 index rose .39-43 
points, reflecting the modest 

return- of stability to the 
markets. Among individual 
stocks, star performers 
included Alcatel which rose 
Ecu 13-43 to Ecu S3A8 over 
the week, and DBS, which 
rose Ecu' 19.61 to Ecu 23LQ2. 

Among sectors, chemicals 
and financials stood out, 
although HypoVereinsbank 
«pn* shudders through Ger- 
man iwnfat rtnrfog the week 
after announcing an addi- 


tional DMifihn of provisions 
to cover risks in its domestic 
property loan portfolio. 

Its shares fell Ecu 2-over 
the week to Ecu 66A4, while 
those of Deutsche Bank were 
up Ecu 2a, despite revealing 
a sharp profits fa ll an Thurs- 
day for the -quarter to Sep- 
tember. The bank blamed 
Rnyrian and Asian exposure 
for the setback, an excuse 
with which investors are 
lwwumfrig familiar 

Although the financial sec- 
tor has been the worst 
affected by those factors, 
industrials have not entir ely 
escaped, investors will be 
hoping the bad news is now 
priced in. 



~7PQ i- " 1+. — ■ 

J*.. 1998 ' 

SteFnxMnmmktmaii 


fT Gammy 

Jilum -• i;i?- r SO. 

1 3 5 .7 1C IS 20 30 

Ypastosntaafer . . 


| FTSE Actuaries Share Indices 

t 

uropean series! 

Outer 30 

Jte at A ftgfeoW 

Era 

# 

□ayv 

draw* 

ytdd 

ra a 4 

TWW ran 

MM* . 

Mu 

% 

poUa 

gran % 

y*J 

ffnO 

FTSE EmxopaoO 

1062.73 

+1® 

+1890 

297 

2391 

106X82 

FTSEEtmoplOO 

FSEBkciai 

3*4057 

87742 

♦1J1 

+257 

+4092 

+1791 

290 

248 

3665 

.1443 

87399 

88894 

FI5E toaSaa 3d0 taql 

tore 






Brabtoc 

inn. 77 

+251 

+2L78 

249 

2070 

. 112X44 

UK • 

990.15 

+192 

• +1457 

350 

3196 

104S95 

Euapt B+toWSue 

103148 

+198 

+1X07 

2JJ 

25S8 

'• 106X78 

Bnpe EsOK 

109891 

+154 

+2098 

245 

1645 

111X88 

FTSE Ebb*p OatoOry 

ton 






motes 

83894 

+W 

+447 

346 

2797 

87X27 

tod* terns 

78791 

+291 

+2290 

444 

1444 

90443 

Ot, UBMttO 

80X57 

+04B 

+242 

342 

2X16 

82X98 


tow. 

Oaraqr 

ceda 

Ckmtj 
aid MW 

QVQB 
® On 

Grange 

aette 

Coigt 

ra raak 

Capgr 

mb’. 

tun 

ATS 

145(8257 

-05056 

-004 

-950*9 

-053 

ten' 

m 

41.183333 

-OfflSG 

-906 

-00365 

-009 

tei Rapwce 

an 

34967254 

+0.0788 

+023 

-92260 

-C.64 

Denora* 

am 

7^0565 

-05037 

-005 

-05011 

-a in 

Farad 

m 

X074421 

-05014 

-Q92 

+00008 

♦aoi 

Fonra 

Ftf 

&6B9525 

+05026 

+004 

+05012 

+052 

&WM 0 Y 

ten 

1966717 

-00006 

-004 

-00007 

-ao* 

Smtf* 

50 

339406846 

-1J1B9 

-050 

-15367 

-Q4! 

tagarf 

HUE 

26150K32 

-05056 

-019 

-1571% 

-0.71 

Haw 

e> 

0302*48 

jimu 

*058 

+90012 

+0.1S 

wr 

m 

197X075631 

-15789 

-055 

-15564 

-90S 


LUF . 

41.183333 

-05258 

-956 

-05365 

-950 

Ffatiuftjuh 

MS 

2451701 

-05009 

-054 

-05010 

-OCX 

(toner 

MX 

6987332 

-00479 

-054 

-00466 

-as* 

{toed 

FU 

X 153869 

-09215 

-051 

-00515 

-122 

tote* 

m 

204JBB869 

-05871 

-954 

-00501 

-002 

Roreaoia 

ROL 

11801510481 

+39752 

+053 

-52 1600 

-a 45 

Itant a 

«JB 

2P.133538 

+055H 

+028 

-04087 

-246 

Skutii 

sac 

42460075 

-01443 

-034 

-10300 

-238 

State 

HP 

170.134425 

+04212 

+025 

+94646 

+az7 

Santo 

SBC 

142*304 

+001B5 

♦021 

+95558 

+102 

SMCartM 

EW 

1932S25 

+00088 

+054 

+05029 

*0.16 

urtod Ktagdoni 

G 8 P 

0416664 

-05012 

-9.17 

-00018 

-024 

ECU 

Anuria* 

ECU 

151463* 

-05006 

-9.08 

-05010 

-aio 

toss 

BflL 

1438162 

-05041 

-928 

-00162 

-in 

Cmdi 

CAD 

1965065 

-05057 

-052 

-05190 

-151 

MUGO 

um 

1220(300 

-0.18*4 

-149 

-95553 

_a *5 

tUttd SUM OSD 

PteHNiAhhMHMa 

1406601 

-9.00*6 

-098 

-00158 

-130 

taenia 

MD 

1537522 

-05CES 

-0.13 

-90303 

-157 

King Koug 

MO 

6938586 

-05384 

-041 

-01272 

-134 


JP7 

140488686 

-07222 

-052 

-38729 

-268 

ten 

SGO 

1563060 

+05031 

+016 

-951 85 

-033 

Soutt Adieu 

ZW 

6JK3422 

-O1501 

-2.17 

-02277 

-356 


Synthetic Euro against the doUar 

$ per Earn 



EUROZONE CURRENCY CONVERGENCE 

Btttnf e rm se n iCk (gas Be 3-itrt 


00 30 

Find 

nae 

MM 

MB 

Wf to 

»D*1S 

UM 

BOS 

fjmarJ 

ran- 

Fomjid 
Hi r.-li- 

[U( «H 
ra»*Dlll_. 

Auan 

7C3E52 

75357 

•ox 

♦050 

7335 

3W 

-ore , 

Bdocn 

2)6255 

206256 

+050 

+CX6 

23 6231 

345 

-00? 1 ■ 

France 

335396 

13553 

+004 

-aoi 

3355 

357 

-jos -»r 

Fkrand 

304001 

30*22 

-C07 

+552 

3D422 

a/j 

,li CP 

Mrad 

&4CK76 

04019 

-019 

-P39 

24023 

421 

+4>W 

Ml 

mr 

9891619 

-358 

-037 

(Q07445 

457 

.065 ; 


206255 

20629 

-ax 

•0.95 

C0G231 

355 

-or? >i 

uturai 

1.1367* 

1.1277 

*009 

*5 CO 

1 127 

3 75 

-327 )• 

Portugal 

1 37-505 

:e?5OT 

+000 

-OBJ 

ir? rose 

3JC 

-1>2D .. 

Scad 

85 0722 

852071 

*316 

-015 

852739 

*Cn 

+0 47 

Oman 

1 


+950 

-OIO 


.1X2 

-1)14' 


Sam FTSE inawattana bd.ito ato «m > santee, epmatc oka in na to agraas onw 
ato curauon. aroma* By mtoO fflP wares n Bn vr ewaaaa Tha Eon a* not to* 
iMlJnanri m* ma nsta note aoi b* saaa s a pncaa oada ■ ra oka » ■ Unreal ra na 
now cmmti totem mu Cunanty wm a Um DM 0386* ftf 02217. m. OIKS. 
NLB 00577. BEF 00380. BP 008*8. to 00116. FTE 00155. MS 0033. FM 00187 


INTEREST RATE SWAPS 


Sam Ha UM CCnscr, f-jm) tmarblKaa jsaajmd ft tutor 2J toncoOTjtesar* 1 
•temp ran to 3' :;S8 L-moac awn ism qjok ta*ma m»-ri ism ji> n^-« av.ete h ■ - 
Baaa tans: aaaanafwas t*"i nl raai • DO) are jerwrn 3aa»m 

ran MiaKU brazo auras! r*a tar 3! 1C-3. KM taiaw: ii* 31 C ~<n <• 1 

rraWMa h narpoaan ~aai I nuM 8B» nscaa) fiagt 


ElfflOZONE CORPORATE BONDS 


■■TBHff MOWM BOB) HIUBB QJF9 EoiIib pctrti 0(100% 


MW i ; \i 

•- 


°P"‘ 

S« price 

Orange. 

ugh 

■ lam 

E*Hf 

Opaa hL 

1.147 0 ’ ;• 

^ fi* 

Dae 

- 9X400 

'. 9X400 

+9510. 

9X100 

9X395 

- -288 

9900 

?4Ui t 

•-« * -1 

Mar • 

. 

5X685 

•0506 

. 


0 

' 6187 

* e»d 

'-.V ‘Si 

Jin 

;■ • - 

9X780- 

41010 

— 

. 

. 0 

:.»77. 

(547 


Sep 

9X7B5- 

* 9X755 

4)510 

9X765 

56765 

412 

1271 


■ THRg IMrrM HWO OPTWIS BJFE) Balm jXUnCi (8 100% 


Srita 

Prtra 

Miw - 

Dec 

Milt — 

Jan 

I4ra 

liov 

Dae 

m 

96626 

0515 • 
nnw; 

0535 

0510 

0l34S 

0270 

xns 

0230: 

0.185 


Es wo. ws*/cm o.an a fin nwn t«*a w. ctf s ptn 'o ' - 

■ F1BE BWOTUroMPEX'HJIUBB (UB^ EcU20 pwM hd« point : 

Opaa Sett price Cham. Wtfi •. Low Ert. wot Open M. 

Dec 245SJ) 34600 +360 ' 2475.0 34530 175 5755 

Mr - 24885 . +360 • . ■ 0 . 1080 . 

■ E0HQ STWEftSE nMOTO IflOTCt 0Pn0W(4Bq BadO paWwpcH 

23Z5 '239 2375 24DB 242B 28SB 3475 am. 

c p c p tfp e.'? -c p c p c p C. p 

Bn*' w 30 . hi «4 m si m'a w b w m a at n roe 

Dec a> 78 m 85 ra n p, to m i« a ta : i vs n m 

et ra was . Fm dwii bm> umtJtet'sjin : Mm m nm m it s i wtra 


OTHER INDICES 


. /• : Ti: . aneseotutoBK - 

,i..^ -30 2j r H*, tef-.,- ■» .VWra, 


Bac ae d c 4 Brat Equip B17S2 

Eopbwitas BlflOB 

Pear. Prtg & ftttanfl 744.14 

COOTWm 00008 111090 

AODMMn 7880) 

toUe Buaengn 88L49 

Food produces 81S35 

nooMPBU OBora S T«k 962JD 
HnMcan 93554 

PiwnaoeuieM &7SB 

TdacCT 124XB 

SBWfflS 107X31 

DUtxSV 81X05 

Lrian S HoMi 71531 

MM 94X61 

Rararon. Food 977.56 

tearffi, finer* 9095) 

TMcounudcaBoa 8S3L90 

Breaarias. Pda ft Rato 72762 

Sracort Smfcn 904.76 

Tiamort 932.14 

WaonaBnn TecftaUog 82X96 

OTXIUES 1389.10 


145 346 
346 349 
360 363 
376 378 
393 396 
438 4.11 
4.22 4a 
4a 438 
446 449 

4a 4a 

471 4.74 
490 493 
5.12 X1S 
X25 528 
132 535 


35 360 
351 IS 
363 367 
379 363 
395 399 
410 414 
424 429 
<36 440 
447 451 
456 450 
472 476 
491 495 
5.13 X17 
525 529 
5.32 536 


647 650 
604 60S 

650 604 

651 60S 
599 B53 
597 6.01 
596 650 

595 sa 

694 S9B 
593 597 
591 596 
558 5.95 
SOB 593 
593 591 
501 590 


470 473 
400 453 

471 4.74 
405 438 
4a 499 

503 556 
X12 515 
520 523 
528 501 
536 5a 

6.48 XS1 

504 537 
5.77 500 
502 505 
5a 592 


+1.73 +1832 2.16 


Mata at, n el dan d Lndwi Bwfem. US 8 H quoad maud m 
«aM 3 am lbor. t M Taa quoad on a imml 4ctaaM88 Una am 
CFwart ad eh quatn ai am bond XV380 aada agatra 6 nrau LBM wan 
1 jaarna wNdi h amd amnat 3 aeaaa IS0X Sorer M 


GOVERNMENT BOND SPREADS vs ECU 


1 







DAt 

uu<* Spate * 


*+ 

Oct SB 

Rad 

on 

Carar 

SAP 

tong 

Rd 

P+3 

ri: 

tV 

Id 


i 

(n, 

* 

042 

051 

- ■„ - u--, 

tom 








, 

061 

BdgtumiKingdDinoO 

03,53 

575) 

M'A 

110 860 

432 

*001 

-01? 

•U00 

t 

072 

fnnra iRap of 

04 68 

6250 

AAA 

107 COO 

425 

-ox 

-023 

-007 • 


081 

W»rR*poB 

0505 

SOW 

AA 

1C 973 

440 

•001 

■me 

^)1B . 


091 

Pcrtugd (tap art 

06 aa 

5375 

AA- 

10X242 

456 

♦op; 

• 051 

-024 


151 

Ena tom 









■ 

1.11 

AtttrMOTreraSn 

02.53 

4575 

AA 

103*90 

197 

-001 

•007 

•on 


1.22 

GraBecbCCraCrp 

1054 

5500 

AAA 

107503 

399 

+D0I 

-IUS 

+0 06 

* 

153 

OeSRadraKra* 

04.33 

5250 

AAA 

105 530 

452 

+002 

•02? 

-020 

' 

15* 

GMUaldi France 

0458 

5250 

AA* 

1B3580 

4.77 

-ore 

-D30 

+04b 


1.74 

15* 

159 

Bus HTpO&Wdi BA 

07.51 

5000 

AA- 

1B35S0 

377 

+001 

-01? 

-DOT 


080 Funner France 

nao* 

6375 

A 

11X167 

4 4B 

•003 

+016 

+055 


210 

Biota* Bank 

04.54 

5250 

AAA 

106570 

XB9 

+002 

-001 

-005 

r 

360 am 

abx Ann Meg nr 

0*57 

6375 

AA- 

110010 

490 

-004 

+U2D 

+066 . 


ra b mortal LBOR. 
■a eacaqaea w aa 
naauBraanua 


Sam Kbtscbw DzaTT hd a n na cn Usatau ussq. FurgM Danes nu*a in gwHm D, Emu ‘in’ 
M an n ra tragaa* aae one ap Ewo atra viflO tire rases a» bum a mo ran cwmnr. Feu 
80MS an ssu ad nEneM coma # tan in.® 


EUROZONE CREDIT SPREADS vs ECU 


HMMrM18 

SMBjtebl 


r/u- ■(.- > i- -+•••••• i‘.i ft 

TO W SC - — 29HOraa5SSB-2«6414 JBJMT. - 243357 3R092 243307 
07 B« Stt 50 T ' 2887^11 28J202 26*530. SMOT, 2410^3 388X46 2«t92f 

060 Bap. .-.. T. .. .H. .1052^8 ,lD«JH:'.13tUK 90639 . 131596 .51076 
toque BUM «» ^ Utontatoi. -9M»d ta.iraaM uast By. M ito a Mi i - 


-78X65 

87193- 

97523 
. 82404 
les 67247 
58497 


+246 +1805 302 

.-+350 +2541 196. 

+237 . +2236 , -195 
+453 .. +3191 *. X45 

L toB 

-130 -651 3LS 


Oct 38 

2 ja 

5 to 

r to 

10 |B 

20 yis 

30 yis 

rmr 







Austria 

-aio 

+004 

+017 

-051 

-043 

-aio 

Baton 

-are 

-052 

+059 

*005 

-051 

-022 

mate 

-aio 

♦Oil 

+02 

+020 

-047 

-155 

France 

-0.15 

-an 

-are 

-055 

+050 

-as 

flawg 

-air 

-0.10 

+007 

-020 

-009 

-036 

mind 

+055 

-053 

+057 

+0.10 

+015 

+029 

My 

+0.12 

+017 

+055 

+02 

+016 

-057 

LmafaDiffg 

-are 

-052 

+059 

+056 

-051 

-023 

IMhrtndi 

-aio 

-are 

+057 

-012 

+020 

-033 

Portugal 

-are 

+013 

+XX 

+0.17 

+032 

-am 

SMn 

-015 

+050 

+029 

+02 

+021 

-057 

vAJ 1 a 

Oranrartc 

+048 

+046 

+048 

+032 

-003 

+045 

Graaca 

+653 

*SM 

+452 

+X5B 

♦254 

+156 

Sweden 

+045 

+044 

+050 

♦032 

+019 

-039 

UK 

+1.77 

+158 

+157 

+074 

+051 

-0.73 


Oct 30 

S & P 

rating 

Red 

ABB 

rwyn 

Cuiency 

code 

Spread 

Spread 
to are 

Spread 
udh ago 

rrw 

AAA 

01IQ9 

5500 

DM 

+016 

♦0.18 

+009 

Fiance Teton 

AA+ 

lire 

6250 

FRF 

+026 

+024 

+015 

Hattra 

AA 

07)07 

5625 

DEM 

+036 

+035 

-04? 

tag Bank NV 

AA- 

0 MB 

5500 

NLG 

♦ore 

+0 3? 

♦015 

Barer Hypo WBk 

AA- 

«ai c 

6.750 

m. 

+026 

♦or 

+031 

Crcd Fancier 

A 

0203 

7250 

DM 

+057 

-043 

-045 

IhoraranBrandiH 

A- 

03)04 

6575 

FRF 

+047 

*049 

+041 

fiodralt dee Iran 

B8B+ 

0104 

6250 

FRF 

+0J6 

+038 

♦037 

Bar*oro*a 

BOB 

07)99 

7.13 

DEM 

+247 

+25* 

•215 

RdlBkoUtogray 

BBB- 

D&01 

9500 

ATS 

+124 

+150 

•1.88 

Korea Dm Bar* 

BB+ 

11/02 

^K?«1 

Ftf 

*658 

+644 

♦750 

Argento 

BB 

o*re 

0125 

XBJ 

+554 

+555 

+7.17 


Sam: Him tteaTT tafcrawaa Tun suras pat tpems to to Em cum tor Bam d : 
tread) gnaarau area n ndi mag aaaa dmi+raa m Em -n* tutaudn 


toto uurai k uana on mitamMum. c na modto iwra -BdL * ra* onto. TSE aaa . 
toaarn n*and tan ana d aa Into SB* Bctoa ad Via RraM toat adaia ato % FOE 
„tonMirel>.aMBa.toeaar bs odaaad aafcmkri a«4raadra tod Eotoga. RSMotto 
Im rarara V ,>j» raM .aram m a cwi ato tuna m aaa Man raao amoe 
DdaUM Iktorr'MaB tto trai ailaal 8r la Eatop BMoto. • 


adto eontaat rrawfl) feraany rdd ■ 
1 Enema ta afcdM a apnd. 




FTSE EUR0T0P 300 


BARKS RETML 

«M «J7 

jukh 1837 

JSS.8L na 

Adnata - tt» 


.«8C|7M 

BSKimn 


pvi,.**.-- 



• WtoaaaA 
■Saatoaod 
araora- 
Satodddr 
UBS 46 MR 




+»4 HI . - 14 
«tk sm as 19. 

*3 TU 134 31 
41 H It U 
+C7 ‘ W.'.il' 13 
+23 ZZJ - S3 tl 
+2' U 0.1 30 
+2 U M 10 


*4 2 U 
+2 J5J 
♦.1 -7.1 

+3 184 

+•> U2 
- •+*-- '»- 
+J 81 ' 
+3’ 44 .. 

*j -no 

+3-11 1 
+7 ai 
+o ai 
+4 43 

♦O' is 

+7. T17 
+U XT 
+4 ta 
+4 '113 
+0 no 
*J VI . 
+19 • 277 " 
+9 « . 
«U -4S- ■ 
+50 Sifl. 

+4.1 XI 

+i» . ai 
+M T7J 
«J SO. 
+9 174 

+9 W 
. -- 72 A- . 
, «J 1X4 
+1 »S 
. 47 

+2 11 
+j an 

+.1 84 

+u ao 

,• r*. '70 .. 

S''# 

+5 48 

♦ts no 
-- *1 
+3 84 

+58 489 . 

, +1 , IU i 
; ■ I: 79. 



'Bran to 2US 


U 38 
*7 '.38 

n mum 

8U7 «*J- 

' 3BLS7 + 4 

Ml 

au 

U 

34 

38 

87 

tea 'ai 

U ERE 

488 +1 

u 

12 

48 

u, - 

aa m-~ 

4874 +U 

ram .nf 

aa. 

w. 

XI 

XI 

■ , 

dl, XX 
US 38 

U Hnwa 

« Vn 

■■ +UJ 

aa ' +j 

AU 

48 

88 

n*. 

XI 

U 

47 

.37 Rgidtod 

771 +2 

Cfl 

U 

48 

*1 

*4' 

45 Snoii 

au* *2 

u 

u 

04 

7.7 

09 

48 MataH 

73KB +38 

274 

ftl 

14 

*8 .33 
42 .87 

ni as 

*8 an* 

*8. 

14 

snag +i(4 

34J 

02 

15 


oHmnac & oebibical but. 

i»A - UL ' +t "U 

MBM • - 10BU7 +80 B3 

McaWW ' 1 not *7 tu 

M dm " .*• a* +40 41 

-uSm t HOB +9 381 

ee: - W . m 
nr'- to’ +84 « 

Um 1 4SM +3 4* 

i^ra - turn • +8* .61 

rlto 4UI *7 Hi 

tontor ‘ 4MI * -d TO 

Mn >197 +9 »4 


'.MOmO:. «* *! fl 

Micmai *». « 

mr: ! i .107 • . . ■ .48 

ura - "ta . +i .• 84 
SrSW 144' - . «■ 

lin ' • • 4148 +3 ...V: 

an an' <s 73 

ura . ma +a .« 

Sir - 41 

HM mm . 40 41 

- — um ,.ra au 

■s 

fZmm *1888 +9 83 

toMLA . 17^> +i. 41. 

aatt* ^ 14W.. ■« H 

” 1 i-l 945 +3- 73 J 

MBakd “ '- 1127 +9 *5' 

ta ' 6K * }5 

US. +7 40 

SZT MU*. *19 « 

SET’ ■ « 

TL" . pat -J » 


■WESWafTCOMPAMS 


U U 21 

a-a.a 

U 81 14 
17 81 10 
*1 - M 

403 • - 40' 14 58 

744 +.1 ’ 143 84 14 
237 +.1 )87 18* XI 


89 +3 48 48 11 ictiiibo mnil 

701 +0 no «o 4j «TAaffls, tuuw. 

002 *2 85 19 08 Bora 12M +1 TI0 29 11 

n? na S 10 ■" ' ta *4 10 28 25 

I1J0 +t)4 W IU 11 5j ue +.1 XI 28 SO 

88118 MM +10 108 12 U 

...am* - 701 . -O- HA 41- 28 

MPMGE5 . .Mass • 4M +1 T70 U 49 

' ■ !!•»* ' ■ SHI -0 122 02 30 

7.18 +1 -48 20-25 mm Till I - MJB'"483 W II 08 


SHWBIS8BH0B ■ ■ 

USSreEftWIHS • 

■ .. . toosto wei +182 u - 10 

8m mm 45 u ti u ra 7241 +2 so u is 

Gnm . wm +0 no 20 21 . ramram no7 +10 u u .u 

unm- s» wan - mi . wua - 01 - u 

totarra IS - +.1 37 18 88 HaS 1444C +2.1 28 XI 11 

1 • toaaau sal +2 » u u 

... -Mao* - hu 40 . so 13 08 

irrwiffftMT ■ nitotto an +2 w u u 

• ‘ Wtoa S2S ■ Jt U 4i 

Ml TUB +U 423 19 XI 

SraraiM ma +j m « aa 

to 332 +3 . 13 188 11 HIM Umax «TlllUi 

Iran* - . aa • +o a 2 u a.. 'TT .- • 

iramn • ' *»■ no sr » a '* ion - tu uo si 

n mra us +0 2 to ai 2 s- cmiia* an - as - - 

to IMP 1» *1 « t» a MIS 1 .' 84* +0 222 24 10 

- - ■ — 322* +7 S7 IS. 24 

toito SOM -18 HI .10 L7 








783 

. 

M 

18 

. 

ur 


TU 

15 

U 

ftogriM 

4UJ 


57 

- 

a 

1804 

+U 

34 

U 

u 


3272 

+jj 

UJ 

24 

21 

UG 



14. 

84 


873 

+3 

37 

U 

05 



U 

2A 

48 

- Tib Draft 

9173 

+11 

U 

04 

28 

rut 


3» 

37 

18 

Waili 

' (88 

*2 

■4(3 


U 

<84 

+8 

U 
. 88 

13 

24 

22 

24 


<a 

—4 

MJ 

au 

137 

88 

u 

u 

.712 

. *1 

ki- 

ll 

U 

u 

U 

37 

wm- . 

1)27 

..+8 

849 

W 1 

(3 

ur 

- 

724 

84 

27 







831 

an 

*.« 

+S 

4 3 

S3 

13 

U 

38 

u 

TOBACCO 






*w 


32. 





+3 

IU 

30 

u 

HU3 

+4J 

TU 




171 

♦.1 

49 

IB 

to 


• » 




tototo 

ur 

+8 

45 

Ur 

44 


- 

; • 


r" . 

MmU 

uare 

+S .1 

U 


12 




b_ nw . '.li /. m" m B 0 Bicmeifi«n«B, . 

,'caapd ^ «' « ■** aqia' ■ M» 1 *■' “'.H ^ 

~ IS. '+0 « . 1**1 SiAla “ 


roMPBOOOCStS 


Ram ^ ' 

tod 

m ***** 

l#r«» 


• • ■ reoniwui 

BaU^IttTHMlS&WCWWS.' ^ A 8 MB : 

tat ra 8 . M « «E“"' 

S* J5-3 .n? 40 • -10 -•■MMW. 

W ** -8 u a u *> u ■£" 


7» s w u 22 
'.uS :+o- ui ;to'25 

m 23 05 17 

aa 

2 sui -z j* “ 


• - 1M 170 S3 
-' 483 TU 21 
+28 43.01 23 

43 70 - 19 

+8 122. -U 2J 

•2 02 tr u 
+1 383 2U 37 

+1 2X0 .00 23 

■tt w u u 


TBAWPttt 

8m UM. +0 U XI 14 

8M 841 - lU 19 29 

OS 312 B XSV23 +WJ 14 - 01 

astomar vss* + 3 ai ■■ a+ - -oi 

Mrar XX it XI. .BA ■ 25 

MO .MB -1 U 10 47 

.to* ■ . 2202 -2 IU 28 10 

Ipd 327 - 4^ 1) 14 



“Jr, «o3 +«■ ■“ '^s-'wSSr” ^ s s-a ■ 

Hdaapu® ud +j XI *8 si mi" v . «3 u .10 raracn 

ee** uw i; «» 


onmfiMNCUL 


£v ' • 

J tUKtl 
«h\- 

r<- * 

tr ' - _ 

.---I .v 


r 15 8 i ^ 

mi M no oX i9 

1 S- .5 ao « 

•IB*- XL ,u a “ ?§. 

BASF • 1 355r — +9 - a 19* <9 

*m u ji 17 87 

Ctoran® .MB +9 2X4 83 32. 

arato X! S -.’.SO u U 

a. is -M. « “ H 

*** ■ qpa m *«* TO 


basdct«™ 

332 -Vi. 2IJ 80 29 

■SSts*- . «s. ?*»= » “ “ 


Mm " US" +i 42' 
Of Sadi HUS *21 13- 

sara i» -w .ao; 

H . tta +o zx 

nuH - . ao* - .40 • 32. 

M - 1UB +U 41 


kaubime ■ 

amid to* 5» +2 . » « « 


Gtwsnocmi 




HOOSfflOUl ^fiOODKATBOMS 

.•■■ nos ■ 42 - to 

,■ 2 " „ jj > *8 « U 

’ n i | lf n ' ‘.12S8- ■ *2 ** ®* jj. 

2Sm B 55 49 - « r 83 10 

2S?" M *420 JU 

SSiV ■ w! ^5 6 I W 24 
JSStr MOt * -A* -17 ' ■ 10 

5SSb u M 


iwMauaKtPMmK 

sr <au to" 

SKA IX* +0- : Tj£. 

«| 1*71. ' +0 17 

rai aa +a so 

nraiiui— lan ■ Vi - u 


-PWARdAW Wl CAfS 

toil ■ . .on .%**».'»■ 
tom '. 78» -+ 7 -au. 
mi 1917* .+84- BU 

mram ■» i +u t ‘W" 

mraa » +1 « 


. Aaprato its • +o 42 u u 

s araa vra ' ■ hm - +7 'so 10 <i 

Omartou . . na *o U - 12 44. 

(am - os +.j u to u 

-Mate : T- 

Maarararadtodat nteMia anfed w 

- Fis.ldantoBad. Hartdi atei tom 
an araad. m «m irad h Ma amdoax 
sum n aatcaraad mntrapiw wUi 
ramtaa ra^ltM aa m ***** are. 

. radm tara m ram aa antoanx sons ta 
Ma vpe MHOW* Bh canakt liqotag 
. tea* na ltda ratod tea feed IntrnHr 
todto nd add8aXtvn«L Ml of fT Uaa 
• • 

"(knm cBaaSafea M and aatnarara 
-jfa-.to FTSE EdOtap M W*" . 

Pda* uf aqaeto *to anmpdd Wdaq* dua 

la fmnt rm%n 


http://emu.csfb.com 


A single interest view linking the politics of 11 countries with the unknown economics 
of a new currency zone. High yield and high grade research for the new European credit 
markets. Pan European perspective, global vision for key sectors from telecoms to 
pharma, local knowledge on mid-caps. Change means opportunity. 
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Brazil may test G7 
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razil may provide an early 
st this week of the credlbil- 
y of the GTs plans to pro- 
lote world financial stabil- 
y, announced last Friday. 
Brazil's congress begins 
iter in the week to consider 
he administration's fiscal 
tability programme. The 
■mergence of congressional 
ipposition to the plans may 
enew pressure on the Bra- 
Hian currency, the real, and 
jrovoke a rapid devaluation. 

Attention has focused on 
Srazil recently as the latest 
emerging market economy 
to suffer Cram capital flight 
The G7 plans aim to pre- 
empt panic movements by 
increasing the IMF’s contin- 
gency facility for loans to 
, countries pursuing sound 

macro-economic policies but 
which find themselves under 
pressure from the financial 
markets. 

Brazil's stability plan, 
unveiled last week by Pedro 
Malan, the finan ce minister, 
comprises tax rises and 
spending cuts over the next 


three years. The scheme 
aims to save $23J5bn in 1909 
alone. It 1s intended to pave 
the way for an IMF rescue 
package of some $30bn, 
which could be agreed this 
week subject to progress on 
the plan's implementation. 

But large-scale fiscal 
retrenchment may face resis- 
tance in thw Brazilian con- 
gress. where some newly 
elected state governors are 
expected to flex their mus- 
cles against plans to restrict 
regional spending. 

In London, future pros- 
pects for sterling could take 
shape after the monthly 
meeting of the Bank of 
England's monetary policy 
committee. Its decision on 
interest rates will be 
announced at noon on 
Thursday. 

The committee has come 
under increasing public and 
political pressure to cut 
interest rates, in view of the 
weaknesses in the interna- 
tional financial system and 
evidence of an Impending 
slowdown in the domestic 
economy. 
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WORLD INTEREST RATES 


CROSS RATES AND DERIVATIVES 


MONEY RATES 

Oct 30 Onr 


EURO CURRENCY INTEREST RATES 
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Annual report 


Euro- 


zone 


A common currency is attractive 
to big investors, but individual 
countries are still keen to single 
themselves out as business 
locations, says Peter Marsh 


Beat Siegrist, chief executive 
of Schflrer Schwedter Met- 
Uer, a Swiss tatfflp machine 
maker, gazes out at the sub- 
lime view from his factory 
overlooking Lake Zurich. 

Pointing out that his plant 
is in one of the most beauti- 
ful, but also most expensive, 
parts of Europe, Mr Siegrist 
observes: "The surroundings 
are good - but we stay 
here only if we employ 
smart designers and if we 
are able to get our cost 
structures right" 

Mr Siegrist's words will 
strike a chord with thou- 
sands of other industrial 
managers mulling over loca- 
tion strategies within 
Europe. A host of trade-oSs 
between the relative, costs of 
different parts of the conti- 
nent and the likely benefits 
that come from setting up in 
specific regions come into 
pfcay in such discussions. 

The uncertain economic 
outlook for Europe, as it 
struggles with the effects of 
financial turmoil in Asia. 
Russia and parts of South 
America, is an overlying 
concern. Added to this are 
the imponderables surround- 
ing the introduction of the 
single European currency on 
January 1 1999. 

Just as economic growth 
across the continent is likely 
to be knocked back by the 
global shocks. of the past 
year, the birth of the euro 
might be similarly pabiftii 
as the 11 countries in the 
new “euro-zone" switch to a 
"one-size-flts-aU" monetary 


policy administered by the 
European Central Bank in 
Frankfurt. 

Yet, in spite of concerns 
over competitiveness in high 
cost countries, such as Swit- 
zerland. and Germany, the 
extent to which location 
affects business performance 
can be overstated. 

According to a 1993 study 
on global electronics manu- 
facturing by McKinsey, the 
management consultancy, 
only 20 per cent of the differ- 
ence between what were 
judged to be high and low- 
performing electronics 
plants could be accounted 
liar by location, with 55 per 
cent of the difference ' due to 
the quality of design in each 
factory and 25 per cent 
related to manufacturing 
processes. 

Intense arguments over 
whether, for instance, a Jap- 
anese inward Investor would 
be better advised to set op a 
new plant in Manchester or 
Munich are, however, fanned 
by inward Investment agen- 
cies across Europe, set up by 
national or regional govern- 
ments eager to grab a bigger 
share of the $3S0bn a year 
spent globally on foreign 
direct investment by busi- 
nesses - roughly a third of 
which comes the way of 
western Europe. The UK and 
France are Europe's most 
successful nations in attract- 
ing such investment, 
between them receiving 
roughly half of western 
Europe's, total inflows. ' 

Of total foreign direct 
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Many ha ws t ore in Eu-ope are ttaty to c h ampion the new co m mon currency 


investment, roughly half is 
accounted for by mergers 
and acquisitions, the rest by 
r-rtmpaniftR providing finance 
to expand existing or 
develop new businesses. 

Foreign direct investment 
has been the main factor 
driving the globalisation of 
the world economy since the 
' early 1960s. Over fids period, 
fhis investment expan- 
ded at an average of 8 per 
-cent a year, twice the compa- 
rable rate of growth in world 
.gross domestic product, and 
30 per cent higher than the 
rate of expansion in mar- 
cfaandlse trade. 

Even so, it Is important 
not to overlook the part 
•played by investment by 
local businesses, where com- 
panies already in a specific 
location Invest hi order to 
boost production or effi- 
ciency. 


Take Germany and Italy, 
each of which in 1996 
received only about S3£m in 
inward foreign investment. 
These appear small stuns tor 
such big economies. The fig- 
ures amount to less than 
two- thirds of the investment 
received in 1996 by the 
Netherlands, one of Europe’s 
smaller countries, while the 
UK received $30bn In foreign 
investment in the same year. 

However, in both Germany 
and Italy, local investment 
by companies already pres- 
ent has played a big put in 
boosting economic growth. 

This underlines probably 
the first and most important 
factor inflTipnring decisions 
over business location - the 
degree to which a company 
can take advantage of an 
existing strength tied to its 
current location. 

ft is often the case that the 


best policy on business 
investment is; do it where 
yon are already. Siemens, 
Germany's biggest electron- 
ics and electrical goods com- 
pany. has since the 1950s 
bcdh up its production facili- 
ties in southern Germany in 
fields such as manhina tool 
controls, which are sold 
throughout Europe. 

The region’s strengths in 
iiwpn techniques and auto- 
mated production systems 
outweigh the disadvantages 
of Ugh German labour costs, 
say Siemens executives. 
Therefore, it does not make 
much sense to move any- 
where else. 

It is a similar story at 
Trumpf, another German 
company and the world’s 
biggest maker of laser cut- 
ting systems, which is com- 
mitted to a heavy invest- 
ment programme at its main 


Montage: Gary Cummins 

plant near Stuttgart, while 
also buQding up production 
capacity in places outside 
Europe such as the US. 

Mr Siegrist ot Scherer 
Schwetter Mettler, which is 
a world leader in specialised 
high-speed winding 
machines used in a variety 
of textile processes, sees a 
promising future for the 
company despite the high 
costs associated with its 
plant in Horgen. However, 
this means adapting the 
strategy of the company to 
play to the strengths associ- 
ated with this particular 
part of Switzerland, which 
for 200 years has been associ- 
ated with precision engineer- 
ing skfllfi. 

“We are selling not 
machines but cost reduc- 
tions, made possible by the 
engineering expertise we can 
apply for the benefit of cus- 


tomers," he says. 

hi the three years in which 
he has run the company, Mr 
Siegrist has “outsourced" 
most of the company's com- 
ponent production to low- 
cost suppliers. Service, sales 
and technical people account 
for half the company’s 140 
employees, up from just over 
a fifth two years ago. 

This strategy - as a result 
of which the company’s 
direct labour costs linked to 
production account for only 
9 per cent of its SFriOQm 
annual sales - is. says Mr 
Siegrist. the correct way to 
maximise value from SSM's 
technical and design skills. 

Many companies also often 
want to move closer to exist- 
ing or new customers, and in 
some cases, as with compo- 
nent groups supplying Japa- 
nese consumer electronics or 
motor manufacturers, they 
will positively be encouraged 
to do so, having already 
built up good and close rela- 
tionships back in Japan. 
Companies are more likely 
to strike up good relation- 
ships with customers from a 
nearby site, rather than one 
that is hundreds of kilo- 
metres away. 

It is for this reason that all 
125 of the main suppliers to 
IBM’s computer plant in 
Greenock. Scotland, one of 
Europe’s biggest computer 
factories, have in recent 
years set up special ware- 
house or “service” points in 
the UK. even though in 
many cases the components 
are made in the US or east 
Asia. 

A similar rationale is 
behind the decisions by a 
cluster of specialist compo- 
nents suppliers for the white- 
goods industry to start 
plants around Berlin, 
expressly to serve a large 
new washing machine fac- 
tory set up near the city by 
BSH, the German domestic 
appliance company owned 
jointly by Bosch and Sie- 
mens. 

The need to take advan- 
tage of “plus points" associ- 
ated with a specific region - 
such as access to new tech- 
nologies or a more favoura- 
ble tax regime can also be 
important. Such an approach 


might come into play, for 
instance, in a decision by a 1 
US or Japanese electronics 
company to set up close to 
an established centre of elec- 
tronics expertise in Europe, 
such as exists in the Cam- 
bridge area of the 
UK. 

In a similar way. a textile 
producing company might 
be tempted to set up in an 
area close to a "duster” of 
existing textile companies, 
for instance around Flor- 
ence, Italy- 

Just as important are deci- 
sions related to tax breaks 
that can come from setting 
up in “assisted areas" where 
government hand-outs are 
available, or moves to take 
advantage of low-cost labour 
in eastern Europe in Helds 
such as production of car 
components. 

The Japanese electronics 
and car companies which 
poured investment into 
Europe In the 1970s and 
1980s did so in order to sub- 
stitute local production lor 
goods exported from Japan, 
where the sudden strength 
of the yen was making the 
cost of goods too high to be 
competitive. 

During the 1990s US com- 
panies have also followed 
this course. Ametek, one of 
the world's biggest makers 
of small electric motors for 
vacuum cleaners, has set up 
a range erf production bases 
in eastern Europe and Italy 
to serve its European cus- 
tomers rather than ship the 
motors from the US. 

Many companies are also 
keen to spread themselves 
around the world in order to 
minimise the risks to their 
businesses posed by the pos- 
sibility of local economic 
shocks. 

Companies looking to fol- 
low this path will choose 
places for investment associ- 
ated with low political and 
exchange-rate hazards. In 
this context it will be inter- 
esting to see if the four Euro- 
pean Union nations that are 
not Initially in the “euro- 
zone" - the UK. Greece, Den- 
mark and Sweden - suffer 
any resulting reduction In 
investment in the next few 
years. 
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In Italy, Turin offers you a good 
cup of coffee. 


m». Investments In Turin and Piedmont is an 
agency created by the main public institutions 
and associations of private companies to attract 
foreign investors to Piedmont and assist them. 
jTp assists Investors with their project, 
suopivinn information, undertaking feasibility 
studies, and selecting incenttvea and loan*. 

ITP seeks*® 

— "”1 beet locations 

-for industrial, retaH 

and services use. 


IIP assists investors vwlh al forms of adhadzalions, 

acting as a one stop shop. 
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INVESTMENTS 
IN TURIN AND PIEDMONT 



Our v tracer location, as wfl as 
the political and social stability of 
one nf the F-urnjiean Unions ksrs 
growing ecnnmtiies. have clearly pul 
us on the map. 

Thai’s why an inrrraviii^ number of 
multinational cnmpuue aw senin;j 
up business in our country. After all 

. 

investing in RMtugal opens a |$uc*ai 

. ~ 

to a market of 3T0 million people. 


For more 1 information, ran ran 
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limate control talks 


irusters and officials from some 180 
juntrtes are meeting in Buenos Aires 
■r a two-week conference on reducing 
ie greenhouse gas emissions blamed 
v dimate change. The conference - 
ie fourth session for parties to the UN 
ameworfc convention on cBmate 
hange - will try to establish “the rules 
f the game" for reaching the targets 
n emission reductions agreed at last 
tecember’s climate change conference 
1 Kyoto. Participants will try to flesh 
iut three "flexible mechanisms" - 
missions trading, clean development 
ind joint Implementation - that were 
jut forward there as a means of 
educing the economic costs of 
neeting the emissions- reduction 
argets. if details cannot be finalised, 
tte governments will try to agree on a 
schedule for completing them in the 
near future. 




the World Con^jetifiveness Report - 
; produced by the IMO business school 
in Lausanne and J Organ Rschar, 
president of Hilton Europe. 


r 





FT Surveys 

Netherlands;^ Information Technology 
Review. ■ 




FRIDAY S 




Schroder’s travels 


Gerhard Schrader, Germany's new 
chancellor, travels to the UK at the 
start of a busy week of international 
introductory meetings. After London 
and the Confederation of British 
Industry In Birmingham today, he goes 
to the Netherlands on Wednesday and 
Poland on Thursday. He meets the 
Danish prime minister in Bonn on 
Friday. Joschka Fischer. Green party 
foreign minister, will accompany Mr 
Schrader to London before leaving for 
Washington and New York on 
Tuesday. Despite his party's pacifist 
background, Mr Fischer has pledged 
continuity in German foreign policy and 
wants, as a first priority, to build the 
trust of the country's allies. . 


Disputes settled 

The 'dispute settlement body of the 
World Tt^de Organisation holds a 
special meeting to Geneva to approve 
two important reports of the WTO’s 
appellate body- One involves a 
landmark ruling against a US import ' 
bap on shrimps from countries whose . 
shrimp fishing' fleets do not use turtle 
excluder devices. The second upholds 
a judgment agafrist an Australian ban 
. on imports of uncooked salmon, which 
the appellate body agreed did not have 
adequate scientific justification. 


FT Survey. 

World Energy Review. 


Holiday 

Morocco. 


SATURDAY 7 


Ways of meeting targets on. emission reductions agreed at test year's Kyoto cfenate change conference w» be thrashed out over two weeks In Buenos Aires from Monday 


Flying visit 

Airports Council International, the body 
representing the world's airports, holds 
its eighth world assembly In Sydney, 
Australia (to November 4). On the 
agenda are the impact on airports of 
airline alliances, coping with Vie 
millennium bomb environmental 
concerns and the future of the Asia/ 
Pacific region as a travel market in the 
light of the economic crisis. 


inspect proposed venues' for the 2002 
World Cup, which the country is 
hosting jointly with Japan. The far 
eastern financial crisis has hit South 
Korea badly, reducing tax revenues 
which many of the host cities were 
retying on to build stadiums. 


Budget taster 


FT Survey 

Business Locations in Europe. 


Holidays 

Brazil, Colombia, Iran, Belarus, 
Belgium, Luxembourg, Spain. 


Manitoba probe 

Public hearings are scheduled to start 
tn Winnipeg into allegations that the 
Manitoba Progressive Conservative 
party used "dirty tricks’’ to take votes, 
from tiie rival New Democrats tn' : . 
provincial elections. . , 


TUESDAY 3 


Gordon Brown, the UK chancellor, 
announces his pre-Budget report, 
which prepares the ground for the full 
budget in March next year. Last year's 
pre-Budget report focused on 
promoting transparency cold stability, 
including the adoption of a set of 
targets through the Code for Fiscal 
Stability. The global and domestic 
slowdown that has taken place since 
then threatens to prevent achievement 
of achieving those targets, according 
to some commentators. The 
pre-Budget statement also allows the 
Treasury to update rts economic 
forecasts from those published in the 
budget in March. The change likely to 
grab the head fines is the downgrading 
in Treasury predictions for growth next 
year. 


meat and cereals wffl be discussed at 
a two-day plenary session of the 
European Parliament in Brussels. The 
proposal, by the parliament’s BSE 
inquiry committee, would open the way 
for consumers to claim compensation 
■for harm caused by defective farm 
products. Members of the new 
Northern Ireland Assembly win attend 
the Wednesday session as part of a 
three-day visit to Brussels to see how 
the EU works. 


trim rates further: Last 'month ft cut - 
official Merest rate-from 7.50 per cent 
to 7.25 percent This. week ft is Hkefy 
to slice another quarter of one 
percentage point off. Many business 
groups, including the Confederation of 
British Industry, and financial analysts 
have called for bigger cuts. 


CDU regroups 

Germany's Christian Democratic Union, 
which is. meeting in Bonn, is expected 
to elect Wolfgang Schfiubte, CDU 
parliamentary leader, as its new 
chairman. MrSchflubte would succeed 
Helmut Kohl, the former chancellor. 

I who is standing down after 25 years as 
party leader. The conference will also 
j elect four deputy chairmen, expected 
to indude VoUcar ROhe, the former 
I defence minister. 


Finance forum 


itch inspection 

A delegation from Fifa. football’s 
International governing body, begins a 
week-long visit to South Korea to 


Congressional mid-terms 

US mid-term congressional elections 
get underway. At stake are aH 435 
seats in the House of Representatives, 
34 Senate seats and 36 governors’ 
offices. 


FT Survey 

Belgium. 


Holidays 

Australia, Japan, Sri Lanka, Iran. 


Investment professionals from Prance, 
UK, US and Switzerland meet in the 
Swiss city of Lausanne for a three-day 
investment and finance forum. The 
■ meeting, which is focused ttrts year on 
institutional management and wealth 
management aims to enable Investors 
to compare financial services, 
investment products and management 
techniques. Among the topics for 
discussion are prospects for the asset 
management business, trends in social 
security, financial market ethics, and 
the use of financial products data 
bases. 


Donor meeting 

An African Development Bank donors’ 
meeting is held In Copenhagen over 
the next two days, to discuss the next 
three-year replenishment of the-Afrfcan 
Development Fund. The bank hopes'* 
agreement wffl be reached in time for a 
1999 top-up, after progress' in three 
previous meetings from May. 


Holidays 

Tunisia, Belarus, Russia, Ukraine. 


SUNDAY 8 
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Conservation at 50 

The 1UCN - World Conservafiori Union'' 
- celebrates its 50th birthday with a - 
three-day conference in Fontainebleau,' 
France, opened by French president 
Jacques Chirac. IUCN, the world's 
largest conservation organisation, finks 
more than 900 non -govern mental 
organisations, governments and some 
12,000 experts from. 138 countries. 


WEDNESDAY;: * • ; JJ 
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Fanners’ tiablDty / " v 

Proposals to extend the European 
Union directive on product fiability to 
cover primary agricultural products like 


JHURSDAY 5 
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Hotel developments 

Hotel managers and others involved in 
the hospitality business meet at the 
Lausanne Hotel School in Switzerland 
to discuss competitiveness in the 
international hospitality industry. The 
two-day conference is jointly organised 
by the European and international hotel 
management schools associations, . 
EuroCHRiE and IAHMS. Speakers 
include Stephane GarelR, director of 


Independence pod 

Citizens of New Caledonia vote in a 
referendum on cross-party proposals 
which would set the French South 
Pacific island on the road to 
Independence. Negotiations on the 
future of the vast nickel-rich island 
began In 1988 after several years of 
dashes between government and 
separatists. 


Venzuela votes 


The Bat&rW Eocrfand’s^aoi 


decteibn on Merest rales af iicSeiri, with 
most dommentatois eXpectfngttto:. 



Venezuela holds parliamentary and 
gubernatorial elections. 


Holiday 

Ukraine. 


Compiled by Roger Beale 
Fax 44 171 873 3196 


• '$$>'?* r 

h** 


m- 


ECONOMIC DIARY 


••!■ Vi 


Other economic news 


Statistics to be released this week 


• bmmbSCSS’ 


Monday: Order books in the 
UK manufacturing sector are 
believed to be contracting 
more slowly. However, the 
purchasing managers’ 
inmdex for October should 
show export orders still 
under pressure from the 
relative strength of sterling. 
Wednesday: US factory 
orders are thought to have 
increased by some 1.8 per 
cent In the three months to 
September, helped by a 
sizeable 3.2 per cent 
increase in durable goods 
orders. 

Thursday: The US non-farm 
payroll is likely to show an 
increase of 175,000 in 
October, a 2.3 per cent rise 
year on year. Going forward, 
labour markets are expected 
to cod down. Corporate 
lay-offs have risen and 
business confidence is 
moderating, says Deutsche 
Bank Research. A decline in 
German unemployment is 
expected to continue. 

Friday: Japan's current 
account surplus is thought 
to have increased 52 per 
cent year on year in 
September to Y,1 730bn. 
France’s Q3 quarterly 
INSEE-business survey 
should reflect a deteroriation 
in business confidence. 


Day 

rUjteaaod Country 

Economic 

SCatfMo 

Median 

Forecast 

Pnnrtoua 

ActUflf 

Mon 

France 

Sep producer price Index** 

-1J596 

-\2% 

Nov 2 

Germany 

Oct purchasing managers indact 


51.48 


UK 

Oct Chart Inst ’ of Purcfi ' Managers 


46A 


UK 

Octprov' MO* 


05% 


UK 

Oct prov 1 MO** 


5j9% 


US 

Sep personal income 

0.29a 

05% 


US 

Sep personal consumer expondtaje 

0.4W 

0.6% 


US 

Oct Nat 1 Ass' of Purchasing Managers 

49.0% 

494% 


US 

Sep construction spending 

0.1% 

0.1% 


US 

Oct domestic auto sates 

BJ8m 

&5m 


US 

Oct domestic light truck sates 

6.7m 

6.6m 

Tue 

UK 

Oct official reserves 


-$1JJm 

Nov 3 

US 

Sep leading indicators 


Unch 

Wed 

UK 

Oct Chart 1 Ins’ Purcfi’/Suppty survey 


54JJ 

Nov 4 

US 

Sep factory orders 

05% ■ ■ 

09% 


US 

Sep factory Inventories 


02% 

Thur 

Japan 

Sep overall personal consumer expan** 

-24% 

Nov 5 

Japan 

Sep personal consumer expen workers” 

-22% 


Germany 

Oct unemptoymer rtt pan Germany 

22£k 

-41k 


Germany 

Oct unemployment!- west 

-10k 

-12k 


Germany 

Oct unempKoymentf east 

T2^k 

-29k 


Germany 

Aug employmentf west 

11k 

18k 


Germany 

Oct tfacenetest west 


4k 


UK 

Sep Industrial production* 

-0v4% 

-0.3% 


UK 

Sep industrial production" 

0.9% 

0.7% 


IMiO FmPUcmV, Vxfg 

■e Tin ■him 


RitaMd Cmrtry Statistic 

LHC Sep manufacturing output* 

UK Sep manufactumg output" 

UK Oct CBI (fistributtvc trades 

" US Initial dams Oct 3t 7 


State benefits Oct 24 


Sep home completions 


Ml week ended Oct 26'. 


M2 week ended Oct 26 


$26.7t)n 


' US MS week ended Oct 26 

Japan Oct trade balance (fkst 20 days hotf). 

Fri US Oct nontom payrolls ' 175k 

Nov 6 US Oct manufacturing payrofe -TSt 

US Oct hourly earnings 0-3% 

US Oct average workweek 345 

US Oct unemp lo yment rate - ' 4J S% 

l/S. Sep consumer cnoefit ' . " $*2bn 

During the week... 

Germany Sep capital account prefenlnary 
' . Germany Sep net foreign bond purchases ■ \ /l „ . 
Germany Sep menuftea* orders paaGernany /. 
Germany. Oct final cost of IMntf’ wlBi* . -y ~ 

Germany Oct -fi nd cost of lfrring" west ; •• •y f •• . 

Germany Pet coat of Evfrig" pa n GermagyV . 

. Germany Oct coat erf Awtae^ pan Gentnriy- tiia&fc 


0J% ■- 

344; :■ 

~4 jb% 
$*j6bn- ?.z 
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ACROSS 

1 Supply tines (6) 

4 Mingle in the enclosure (8) 

9 Provide space for volumes 
put aside 16) 

10 Important pie-maker in 
New York (35) 

12 Sailor banished to quarters 
for being a defaulter (8) - 

13 Supplies rushed on board 
( 6 ) 

15 The advantage of keenness 
(41 

18 Run and puff - doctor 
required ( 10 > 

19 A smack on the behind 
gives a lingering sensation 
( 10 ) 

21 Big name in the performing 
arts (4) 

23 Dull-witted, note, after pun- 
ishing bouts (6) 

25 Cunning bridgehead (8) 

27 Move west from Wyoming 
in terrible disgrace (8) 

28 bland boat putting out on 
journey (6) 

29 The trouble about an aca- 
demic is he puts pleasure 

before work! (8) 

30 Go back to do repair work 
on tuff, we hear (6) 


DOWN 

1 While away time in a sea. 
journey (7) 

2 Management blunder (S) 

3 Putting out the flags? (6) 

5 A classical author Td noth- 
ing against at first (4) 

6 Sort of banana has insect 
visible on the outside (8) 

7 Superior kind of cut (5) 

8 She puts cm other people’s 
clothes (7) 

It Principal method of prog- 
ress (7) 

14 Firmly established sports 
match? (7) 

17 Right servant to start work 
(5,4) 

18 Pat his arm in error (8) 

19 Do away with Basil? Oh, 
that's wrong! CD 

21 Refresh with a breather 
and a mineral (7) 

22 Small boy put in the high 

chair (6) 

24 Adjusted number on front 

door (5) 

26 Responsibility we can't 
avoid? (4) 



MONDAY PRIZE CROSSWORD 

No.9,828 Set by DANTE 


OHM> UN* 

13.10 13.70 

13.10 12.70 

13.10 1270 
'13.10 10.70 

’ 1110 -12J0 
1110 12J0 
13.10 12.70 

. 13.10 12.70 

13.10 12J0 

1110 1170 


a*ai- 234 K 

2223 ZU» 
223ft. 21-82 
«L54 BI-10 
81X3 81.18 

2238 2140 
2230 2143 

' 21.72 2134 
10.71 . mas 
19*1 1832 
Ian iftaa 

18L74 1037 

3042 2007 

2380 2386 
2084 2381 

2047 2013 

' 2081 2080 
- my 828S 
8288 9Z84 

2454 2428 

23. IB 23.39 
2XM 2030 
2088 2126 
1088 19.47 

1088 1047 

1732 17^8 

1TM 1732 
'14.78 14«0 


A prize of a Tombcw Lucca fountain pm and raUerbaU set. worth £125, 
will be. Rwazded ■ for the first correct solution opened. Solutions by 
Hxnrsday November 12, suxkad Monday Crossword SMB on the enve- 
lope,' to the Financial Times, i Southwark Bridge, London SEl 9HL. 
Solution on Monday November W. Please allow 28 days for delivery of 
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Solution 9^16 



Winner oE Puzzle No .9,816: J. Craig, Now Malden, Surrey 
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h gi □ b rn b n □ 
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□ ra d a h 

naiirara nDQBiiiDiraiiiB 
0 n □ b n □ 
□Duancisao 
pi la n is □ 
Eianna □RoraoRDBQ 
OQflaiiiniiQ 

nanaransraa cunmEQ 
c33DraaRnB 
BfiararjQn ooaaroiiB 
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1 7100 

1133 

1140 

>42 
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10.78 

nm 

142 
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10.75 

11.02 

142 

3248 

10.76 

11.02 

142 

ITXXJ 

1875 

11JQ2 

1421 

11^1 

1876 

ntn 

142 

11.17 

1075 

11.02 

142 1 

889 

10.76 

11J0B 

1.32, 

LSD 

836 

848 

QJDO 

8X7 

838 

948 

040 

B.3S 

11.17 

11.45 

142! 

SJB 

>>■17 

>I4S 

14? I 

OM 

. 11.17 

1145 

142 

9M 

11.17 

11.45 

142 ! 

BJ8 

11.17 

1146 

142; 

038 

11.1T 

1146 

1421 

8X7 

11.17 

-1U5 

142 

886 

1158 

1144 

142! 

11X1 

1210 

1348 

142 

12X1 

1143 

1171 

142 

1281 

1243 

1171 

142 

1105 

15.42 

1870 

142 

18J5 

1843 

1871 

142 

3248 

1888 

1844 
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S5J57 

1886 

1884 

142 

M.67 

16.30 

1867 

14? 

1&85 

1S.43 

1S71 

>4? 
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1525 
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12.01 

1842 

1870 
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1281 

1842 
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880 

14X0 

1440 


40 

17.18 

1SA3 

1870 
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2248 

15.42 

15.70 


42 
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16X2 

1870 


42 

3888 

1842 

1870 


42 

3868 

15.42 

13.70 


32 

39JU 

17.07 

ITJfi 


33 

2265 

2006 

2146 


42 

25.71 

2008 

2126 


42 

2283 

2808 

2148 


42 

2045 

17.07 

1745 


42 

2265 

1866. 

18.94 


42 

16.53 

1866 

1844 


32 

17.18 

17.07 

1745 


32 

1811 

13.43 

1X71 


42 

11.B3 

18^2 

1870 


42 

3246 

940 

840 
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BUSINESS LOCATIONS IN EUROPE 3 


Needful 



The European Commission is at last 
recognising the importance of improving 
the continent’s patchwork links • 


Stitching together Europe's 
fragmented transport net- 
worits ts an ambitious goal, 
jt Is perhaps no surprise that 
it Is taking longer to realise 
than its promoters hoped 

The Trans-European Net- 
works (TENs) programme, a 
Ecu300bn initiative to create 
smoother road, rail, sea and 
air links is moving ahead 
more slowly than expected, 
though several big schompg 
are nearing completion. 

to eastern Europe, which 
western politicians and offi- 
cials are keen to tie to more 
closely with the European 
Union countries, the EU's 
Corridors programme is 
starting to upgrade transport 
links but faces even tougher 
financial constraints than 
the TENs. 

The aim of the TENs pro- 
gramme, which was 
launched to 1994, is to link 
countries on the edge of 
Europe, such as Portugal 
aid Greece, more closely to 


the centre end to improve 
their internal transport 
links. At the im^p time the 
European Commission wants 
to reduce congestion on busy 
road and rail routes in the 
heart of Europe. 

A third goal is to reduce 
the relative dependence on 
roads for most passenger 
and freight transport, the 
growth of the motorway net- 
work has led to a decline in 
the role of other forms of 
transport, most notably rail. 
The car accounts far TO per 
cent of all passenger travel 
while road transport carries 
70 per cent of all freight 

The main focus' points Of 
the TENs programme are 14 
high-priority infr astructure 
schemes including the build- 
tog of Malpensa airport to 
Milan; high speed rail Wniot 
between south western 
Prance and Madrid and 
between Paris and Stras- 
bourg; motorways between 
Greece and Bulgaria and, in 


IRELAND by John Murray Brown 


Advantages 
come under 
fresh attack 

Low tax and skilled labour have been the 
country's making but now seem threatened 


Ireland's isolation on the 
western edge of the Euro- 
pean Union, for from being a 
hindrance to attracting for- 
eign investment. Ins proved 
a blessing. 

The real draw for the for- 
eign multinationals flocking 
to Ireland has been the cock- 
tail of low corporation tax, a 
large supply of skilled labour 
and low inflation - all of 
which would now appear to 
be Qnder attack.' . 

On the tax front, tin new 
centre-left German govern- 
ment has signalled tt wants 
to address the issue of preda- 
tory tax regimes to rival EU 
states which poach compa- 
nies and divert budget reve- 
nues. Ireland is seen as the 
main culprit. 

On the labour front, some 
leading multinationals par- 
ticularly in software engi- 
neering, report difficulties 
finding the right type of 
recruit such has been the 
staggering increase to new 
arrivals over the past five 
years. 

And now even the benign 
macro-economic picture 
looks under strain with 

Ireland has 
now become the 
world’s largest ; 
software eoqaorter 
outside the US 

some commentators worried 
Ireland could see a rise to 
inflation as- the country 
moves to adopt the single 
currency from next January, 
at the same time bringing 
Interest rates down to the 
German-French benchmark 

which is likely to be .the rate 
at which the euro is 
launched-- 

Whatever happens. Ireland 
fuu had an incredible run. 
The industrial Development 

Agency - the government 
body that approves inward 
investments - tong ago tar- 
geted what have turned out 
to be the main ifrowth areas 
of information technology, 
electronics, healthcare and 
financial services. 

yor a country that hao 
mile industrial infrastruc- 
ture when it secured its 
independence from Britain 
to the wate.lretajjhw^ 
become the worlds largest 
software exporter outside 
♦he l!S. US companies m the 
electronics sector now 
rimodfc Irriand ahaad of any 

jcwnocan operation, in 
SSTSmtre sector. Ireland 
founts for 3i> per «nLof 
-II pan-European ope rations. 

Foreign companies gener- 
ate three-quarters of 
Ireland’s manufacturing 
255 over half of menu- 
fSSriiur output and more 

•OTSSSf .*»»>- 

,11 a» w* L’srr raw*"** 


have operations hoe. Even 
when Digital clo sed a manu- 
facturing facility in Galway, 
it resurfaced to Dublin a few 
years later with a customer 
services bark office. 

But such has been the 
flood of new Investment that 
the local supply of labour is 
under pressure. Multination- 
als now work directly with 
the universities and techni- 
cal colleges - not just to 
shape* the curriculum to 
their heeds but to head-hunt 
the best graduates. 

The emerging skills short- 
age to forcing companies to 
go to axtraonttsary lengths. 
The Bolton Trust, a charita- 
ble organisation which pro- 
vides campaxdas with a data- 
base of Irish expatriates who 
migfctnbe I n t e r es ted to relo- 
cating to Ireland, organises 
an annual Jobs fair at Christ- 
mas when many people 
return home to be with thair 
families. Last year the high 
skills pool programme 
attracted a staggering 20.000 
inquiries with mare than 70 
companies attending the 

fair. 

Separately. Irish Emigrant 
Professional - a Galway- 
based company - runs a web 
site newsletter for overseas 
IT graduates who might be 
interested in coming home. 

But threatened changes to 
the tax regime could be for 
more damaging than any 
skills shortage. Even the 
IDA acknowledges that tax 
is the key ingredient in its 
marketing effort. It is partic- 
ularly important for high 
growth companies and in 
areas such as pharmaceuti- 
cals where retained ea rnin gs 
go towards the research and 
development costs of the 
next generation of products. 

. The current 10 per cent 
tax rate for manufacturing 
companies and financial ser- 
vices fa to place until 2010 
for existing companies. From 
2009, the country will move 
to a standard rate of 12JS per 
cent for all companies, 
against the current rate of 32 
per cent. 

During the transitional 
period, those companies that 
move to Ireland will pay 10 
per cent until 2008 ami 12£ 
per cent thereafter. To pre- 
vent a rush of c omp a ni e s 
signing up during this 
period, the European Com- 
mission and the Irish invest- 
ment authorities have 
agreed a quota of new 

investments. - 

Mary Harney, deputy 

prime minister and minister 
for enterprise trade and 
employment* Jnsf&ts there is 
no threat to businesses 
fr epwi m Ireland. The new 
ux rates are “enshrined” to 
an agreement tetween_toj 
Commission and the Irish 
government, she says. - 

-Instead of calling for 
what would be effectively 
higher corporate tax rat®, 
European leaders should be 
concentrating on bringing 
corporate and other tax® 
down to ^ stimulate Job 
growth.” * 



Creating more h igh a paa d raft Hnka, each at the Paris ftliMtiuurg TGV, Is a priority for the Trans-European Networks program m e 


Portugal, between Lisbon 
and Valladolid. They also 
include four large traffic 
management projects. - 

The EU has provided 
ftmds to. kick-start the TENs 
and Corridor programmes 
but large sums are still 
needed from governments 
and the private sector. 

Slow progress an several 
of the TENs schemes has 
prompted the EU to take a 
close look at how best to- 
arrange puhlio-private part- 
nerships. The Commission 
has produced a set of recom- 
mendations intended to 


involve the private sector at 
an earlier stage, reduce the 
bureaucracy involved in set- 
ting up such partnerships 
awri help develop new finan- 
cial 

Three of the TENs 
- a rail ttn> freon 
Cork to Larne, the Oresund 
hnk between Denmark and 
Sweden and Malpensa air- 
port to Milan - are either 
complete or are near comple- 
tion, funding h ftff been 
arranged for .six others, 
including the US’s west 
coast rail line and the 
Betuwe freight line from 


Botterdam to Germany. * 

- But finance for five others, 
including two rail lines 
which will run through tun- 
nels MTiHar the Alps, remains 
uncertain The fVirpmiBginn 
has proposed doubling the 
EU contribution to Ecu5bn 
(£3.5bn) for the projects' next 

phwgg * 

Despite the patchy prog- 
ress of the TENs pro- 
gramme, the EU is pressing 
ahead with its plans for a 
complementary network of 
10 east European corridors 
from the - Baltics to the 
Aegean and from the Polish- 


German border to Moscow. 

The problem once again la 
mainly flnanr-fri The cost of 
building or upgrading road 
and rail links in eastern 
Europe is usually lower than 
in tiie west but lower 
incomes mean it is difficult 
to charge very much for 
their Use. Even corridor D, 
one of the moat heavily traf- 
ficked routes, Tmtong Berlin 
with Moscow via Warsaw 

and Mins k, ifi not ffoanrfaHy 

viable along its entire 
length, though short sec- 
tions of motorway might be 
maria tO pay through tnTlg- 


One study estimated that 
governments would have to 
supply two-thirds of the total 
required corridor funding of 
between Ecn66bn and 
Ecudftn. - 

Forecasting traffic vol- 
umes on these routes is fre- 
quently more difficult than 
for the TENs because of the 
lack of reliable historical sta- 
tistics and the rapidly chang- 
ing economic situation in 
the region. 

The first privately 
financed motorway in east- 
ern Europe, the 43km-long 
Ml between Budapest and 


Vienna, achieved less than 
two-thirds of forecast traffic 
flows in its early toonths. 

In eastern Europe the traf- 
fic planners are working 
under an ' additional pres- 
sure. Growing prosperity has 
led to a rapid shiffc from rail 
to road and from public 
transport generally to the 
private cor. Unless public 
transport links can be 
improved rapidly, the east- 
ern half of the continent 
may be storing up the con- 
gestion and pollution prob- 
lems already resulting from 
excessive dependence on the 
car and the lorry in western 
Europe. 

The TENs and corridor 
programmes are both indica- 
tions of the European Com- 
mission’s somewhat belated 
acceptance of the impor- 
tance of transport infrastruc- 
ture. 

After neglecting transport 
for a long time, Brussels 
took its first step to defining 
a set of goals and planning 
foe means to achieve them 
in 1992 with the publication 
of a white paper. “The 
Future Development of the 
Common Transport Policy*. 

Even so, with the excep- 
tion of the large cross-border 
schemes, most transport 
Improvements will come 
from small-scale projects 
undertaken by national gov- 
ernments or lower tiers of 
local government. 
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We chose Barcelona as a logistical 


base to distribute our products 
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throughout Europe, America and much of the 
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YoshUcozu Hatunoa , President of Nissan Motor Co., Ltd. 
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companies from all over the world have chosen Barcelona as their center of operations. No city in the 
-critical mass of economic and logistic activities in so small a territorial ambit. In just 5 kilometres,, 
fer in container traffic in the western Mediterranean), the airport (since 1 994. with the greatest growth in 

.-V5s. 

ijc|e Industrial estates, the exhibition halls and the principal wholesale markets for foods and perishable produce. 

rk of connections with Europe and the rest of Spain, makes Barcelona the European dry with the greatest 
Ideal for Investment and business development. Welcome to Barcelona, Welcome to the hub of Southern Europe. 
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BUSINESS LOCATIONS IN EUROPE 2 


THE EUROPEAN ECONOMY by Richard Adams 


Foreign drect Investment inflows (Sm) 


Fortress Europe 
under flood threat 


The protective theories of Emu are showing signs of breach, but 
the optimists still talk confidently of longer-term stability 


Only a few months ago, 
“Fortress Europe” thought it 
was secure from the interna- 
tional economic downturn 
that was lapping across the 
globe from the shores of 
Asia and America. 

Protected by the approach 
of the European single cur- 
rency from January next 
year, the 11 member coun- 
tries of European economic 
and monetary union (Emu) 
have escaped the worst of 
the upheavals. As a result, 
European central banks, as 
well as the European Central 
Bant itself, had been scepti- 
cal of the need to follow the 
US Federal Reserve and cut 
interest rates. 

But it seems now that the 
euro-zone will not be so insu- 
lated from the international 
climate after all. Slower 
growth forecasts, weaker 
trade, and predictions of a 
European credit squeeze all 
threaten to overshadow the 
start of the single currency. 

Growth within the euro- 


zone slowed to 2.1 per cent 
in the second quarter of this 
year, from JL5 percent In the 
first quarter. And at the end 
of October the. European 
Commission announced that 
it had sharply downgraded 
Its forecast for growth across 
the combined 11 economies 
for next year. Instead of 
robust growth in output of 
3.2 per cent, as it had previ- 
ously expected, the Commis- 
sion's statisticians now esti- 
mate growth win be 2.6 per 
cent 

The lower growth forecast 
set off renewed calls for 
lower interest rates within 
the care European countries, 
ahead of January's establish- 
ment of a euro-zone mone- 
tary policy controlled by the 
ECB. “Political pressure has 
been mounting, but Euro- 
pean central h anks continue 
to procrastinate,” said Credit 
Suisse First Boston, the 
investment h ank. 

Mounting signs of a more 
severe downturn - perhaps 


caused by a restriction In 
the amount of available 
credit - will Increase the 
political pressure for a looser' 
monetary policy, especially 
in Germany with a new gov- 
ernment elected on a plat- 
form of job creation. 

That government, led by 
Gerhard Schroder, will tend 
to he more sympathetic to 
demand-led fiscal t»olicy and 
income redistribution. It is 
more likely to resemble the 
French government of Lionel 
Jospin than the UK model 
designed by Tony Blair and 
Gordon Brown. 

Mr Jospin has been at the 
forefront of calls for lower 
interest rates, saying that a 
cut was “essential'’. “We 
must be sure that the launch 
of the euro does not lead to 
an undervalued dollar.” Mr 
Jospin declared recently. 

But the risk is that the 
new ECB may choose to 
advertise its independence 
by setting itself against rate 
cuts. Wim Duisenberg, the 
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ECB president, has made it 
plain that he sees less of a 
need for cuts than his coun- 
terparts at the Bank of 
England. * 

The danger is that the 
European governments may 
revert to fiscal activism to 
promote growth, while the 


central h ank maintains a 
tight rein on monetary pol- 
icy. That adds up to an app- 
reciating currency - hence 
Mr Jospin’s remark. 

If the euro does start life 
in stronger fettle against the 
US dollar, the ECB may well 
become concerned, even 



CASE STUDY 

MOTOROLA 


Emu: a poor 
imitation of GSM 

A common currency cannot match the 
advances achieved through the 
global system for mobile telephony 


Motorola, the big US 
manufacturer of 
communications equipment, 
semicondutors and 
automotive components, has 
had a presence in Europe 
for 30 years. Today, it 
employs around 22,500 
people across the region, 
takes in 14 manufacturing 
plants, and operates 18 
research and development 
facilities. In total, Europe 
accounts for around 23 per 
cent of its global 
turnover. 

But the Chicago-based 
group says that its 
investment approach is still 
driven primarily by market 
considerations, rather than 
production cost factors. 

“The fundamental 
investment rationale for 
developed regions is market 
development - getting 
closer to customers," says 
Arnold Brenner, executive 
vice-president and the man 
in charge of the European, 
Middle East and African 
region. 

“We generally put our 
engineering, manufacturing, 
and marketing facilities 
together because we find a 
lot of synergies, especially 
between engineering 
development and 
manufacturing processes, 
and in our communications 
businesses. 

“Getting dose to the 
customer has always been a 
successful way for us to 
develop products, so we 
make investments based 
principally on how large an 


opportunity we see In the 
market and our ability to 
penetrate that market by 
knowing a lot about it 

“It’s very rare these days 
to make an in ve s tment just 
because [a place] is the 
lowest-cost manufacturing 
base. Cost is Important but 
if s lower down on the 
decision-making tree in 
terms of whether to put 
investment into a country." 

Mr Brenner admits that, 
for this reason, a good deal 
of recent manufacturing-type 
investment has tended to go 
into the large continental 
European markets - for 
example, the new DM500m 
cellular phone plant in 
Flensburg, Germany, which 
opened recently. 

In other cases, familiarity 
with a site, and knowledge 
of the available labour pool, 
has encouraged 
reinvestment. Mr Brenner 
cites the opening last month 
of a new £82m GSM 
worldwide headquarters in 
Swindon in the UK. 

“We've been in the 
Swindon, area for eight 
years now. We found 
ourselves needing more 
capacity and space. It's a 
very favourable employment 
atmosphere. So we decided 
to stay and build the 
factory." 

By contrast, in some of 
Europe's less developed 
areas, the focus tends to be 
tilted towards research and 
development "In the 
developing countries, we are 
starting out principally with 


R&D laboratories,” says Mr 
Brenner. “What we find is 
that R&D is not the province 
of the developed countries 
in Europe or the US - in 
eastern Europe and Russia, 
for example, there are just 
some excellent scientists.” 

These investment 
decisions, Mr Brenner 
explains, are usually taken 
by the company's product 
divisions, headquartered 
back in the US - although 
like many multinationals, 
Motorola actually runs its 
non-US operations through 
a matrix system, which 
overlays geographical 
responsib litres on the core 
business product-line 
reporting structure. 

“Who makes the decision? 
It's shared because 
obviously the country 
manager and the regional 
manager have knowledge of 
the stability of the economy, 
the political aspects, how 
easy it is to recruit trained 
people, and so on. But since 
the funding derives from 
businesses, the final 
decision is usually taken 
there. These are all pretty 
hefty investments which 
normally would go back to 
the business centre - 
communications, say, or 
components - in the US." 

Mr Brenner thinks that 
monetary union itself will 
have tittle Impact on 
Investment decisions. “First 
of all, we support it, and 
think it wflJ do nothing but 
help. Having a single 
currency in Europe is gang ■ 
to simplify matters - 
marketing, pricing structures 
across all the countries that 
participate, and eventually 
accounting as well - things 
like payroll, invoicing. We 
think if II eventually be 
reasonably simple. 

“We wUl be euro-capable 
in January 1999, and we've 
told our customers that we 
will invoice them - or 
receive payment - In either 
their choice of local currency 
or the euro. But it has not 
made any cfifference in 
terms of our investment 
decisions." 

But what about in five 


INVEST FOR YOUR ENTERPRISE 

The Compagnie Nationale du Rhone and its industrial 
development and ports services are offering you, through their 
twenty harbour and industrial platforms , a wide range of 
industrial land with individual lots. These industrial lots are, 
depending on the site, the only ones in the Rhdne valley to have 
the four operating conditions ( road, rail, river, sea). 
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Mission da Developpement 
2, rue Andr£ Bonin F69316 LYON Cedex 04 FRANCE 
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years' time, particularly as 
monetary union fosters 
greater harmonisation across 
Europe nations? Here, he is 
more ambivakrrt, 
acknowledging that this 
could stimulate the market 
and possibly encourage 
investment inflows. 

“I do think harmonisation 
will probably do things to 
enlarge the market” he 
says. “Let me take it from 
Emu to the cellular 
telecommunications 
business.” He recalls the 
stage when many big 
countries had different 
networks, and customers 
were unable to take a 


telephone across borders 
and use It sucessfully. 

“When GSM became 
stendartfised^toe'' market • 
grew phenonmenatiy 
because people could roam 
freely. Whether Emu has that 
kind of impact or effect I 
don't think I can predict I 
cant see it would hurt But I 
think just having the ability 
to trade in common 
denominators is going to 
make for a successful . 
bringing together of the 
business community In 
farms of enlarging the ... 
market” 

Nikki Tait 



though it will not he follow- 
ing an explicit exchange rate 
target. A strong euro win do 
some of the the EGB*s job for 
it, by throttling off exports 
and making imports more 
attractive, allowing it to cut 
interest rates as domestic 
European growth slows. 


SPAIN by Tom Bums 


In - the mranthwe , '.and . to 7 
spite of the new lower fore- 
cast for next year, the Euro-, 
pean Union. wUl still be the 
strongest growth engine that 
. foe world has left, if the US 
‘ economy continues to splut- 
ter. The good hews is that 
the “Asia crisis” is well into 
its secondyear, with signs of 
stabilisation In South Korea 
and some progress in 
Japan’s long-running bank- 
crisis. 

Europe Is also far less 
exposed to the sort oT credit 
crunch that could do so 
much damage in toe US, as 
investors lose their appetite 
for risk and capital markets 
dry up as a source of fund- 
ing. Unlike their US counter- 
parts. European companies 
' overwhelmingly rely oh 
bank loans and overdrafts 
for funding. According to the 
Bank for International Set- 
tlements, companies in. the 
single currency zone have 
between 75 per cent and 90 
per cent of. their debt in toe 
form of hank loans. That 
means they are less reliant 
on toe capital markets for 
finance through bond issu- 
ance. In contrast, US non-fl- 
nancial enterprises have 
only 30 per cent of natalities 
in bank loans, while UK 
companies Tiave 50 per ce nt. 

European banks did suffer 
from the collapse in emerg- 
ing market investment But 
analysts at Nlkko Europe, 


too investment house, think 
that may actually factor 
Investment. 

. * “Having had their fingers 
'burnt by chasing yield in the 
mora exotic emerging mar- 
kets, they may now be more 
willing to lend to familiar 
domestic names.” Nikko pre- 
dicted. The arrival of the 
euro may also help the 
development of a market in 
corporate bonds, issued In 
the single currency. 

Another main difference 
with the US is that the core 
European economies have 
less well-developed equity 
markets. That causes its 
own problems, but in a 
period of falling stock prices 
internationally, it means 
that far fewer members of 
the euro-zone public will feel 
a negative effect from the 
decline in toe value of their 
portfolios. 

Things may not be so 
bleak , in a year’s time. The 
European Commission 
expects a rebound in growth 
in 2000, to 2L9 per cent It 
also thinks that fiscal con- 
solidation across the 15 
member states of the Euro- 
pean Union would help stabi- 
lise the overall economies of 
the 15 members. 

“This will not make the 
EU economy completely 
immune from the world 
financial storm, but will pro- 
tect U to some extent " the 
EC said. 





Two hits in the top 10 

Machjd and Barcelona have a special pulljng power 




When Healey*& Baker, the 
UK real estate group, sur- 
veyed more than 500 senior 
executives based in nine 
European countries earlier 
this year in order to rank 
the best business locations, 
only ore country - Spain - 
had two cities in the top 10 . 
Barcelona came sixth in the 
poll - alter London, Paris; 
Frankfurt, Brussels and 
Amsterdam - and Madrid 
Kama seventh. 

■ The same survey put 
Spain in second place, 
behind Germany and ahead 
of the UK, when ranking toe 
countries that are likely to 
emerge as Europe's best 
manufacturing ' locations 
within the next five years. 

Such findings are not sur- 
prising for big operators in 
the real estate sector. “We 
are betting very strongly on 
Spain," says Jose Joaquin 
Puig de la Bellacasa. director 
of an office recently opened 
in Madrid by Lend Lease, toe 
Australian property and 
financial services company. 

This sentiment is fuelled 
by the bullish fundamentals 
that underpin the Spanish 
economy and by the onset of 
the European Union’s single 
currency. Spain Is on the 
radar screen because it has 
low inflation and one of the 
highest economic expansion 
trends in toe euro-zone. 

“Investors are looking at 
positive components, such as 
the euro, at dear price levels 
and at sustainable economic 
growth," says Victor Perez, 
vice-president in Spain of 
Richard Ellis, the Interna- 
tional real estate group. 
“Rents are still low and 
there is a lot of room for 
qualitative returns." 

The upshot is that there is 
no lade of international cli- 
ents seeking space in domes- 
tic office and shopping cen- 
tre developments and a 
wealth of international 
funds willing to finance such 
projects. "We are at the 


early stages of a very good 
cycle," says Mr Perez. 

The broad picture of Spain 
goes beyond toe general 
brush strokes that paint a 
stable political system in 
which a business-friendly 
centre-right government is 
stoking strong economic 
potential with ambitious pri- 
vatisation and deregulation 
programmes. One at toe key 
features of toe domestic 
business environment is that 
Spain has become a spring- 
board for investment into 
Latin America by consolidat- 
ing its position as by far the 
biggest EU member state 
investing in that region. 

The perception of such 
realities help to «piafa the 
overall appeal , of Spain as a 
business location and the 
specific pulling power of 
Madrid and Barcelona. “We 
are looking not just at Spain 
but at a Spain which is a 
bridge to Latin America,” 
says Lend Lease’s Mr Puig 
de la Bellacasa. "What we 
are seeing is that there is a 
lot that can and will be 
done.” 

Roger Cook, chief execu- 
tive of Healey & Baker in 
Spain, believes Barcelona 
has emerged ahead erf Mad- 
rid in tills year’s survey (last 
year their positions were 
reversed ) because Barcelona 
works harder at promoting 
its image. The fact that both 
are rated so highly “is 
extremely positive for 
Spain”. 

When deciding between 
the two cities, the capital 
may win out. Madrid may 
lade toe life-style attractions 
of Barcelona, but It Is bigger 
and more important t ha n its 
rival. With more than 3m 
inhabitants and a further 2m 
in its immediate hinterland, 
Madrid is, alongside Berlin, 
the largest urban conglomer- 
ation in the heart of Europe, 
and after London and Paris 
and easily the largest in 
southern Europe. 
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Set right In the middle of 
the Iberian peninsula, equi- 
distant from Lisbon and Bar- 
celona, Madrid is a natural 
distribution and logistics 
base. It is also, in virtually 
every sense. Spain's deci- 
sion-making centre. 

Madrid is toe home of the 
central government and the 
national pa rliamen t, of the 
supreme and appeal courts, 
of the central bank and the 
stock market regulator. The 
city's Bolsa is the dominant 
domestic stock market and 
is ranked fourth in Europe 
in terms of trading volume. 
And Madrid is the headquar- 
ters of all the main bonks 
and securities houses. Half 
of the 500 top domestic com- 
panies, and virtually all toe 
multinationals based in 
Spain, . have their . head 
offices in Madrid. 

Negative factors that have 
traditionally gone against 
Madrid have been the expen- 
sive and underdeveloped 
telecommunications facili- 
ties and poor transport infra- 
structure. Both are on the 
mend. 

The deregulation of the 
telecoms sector, which has 
involved the launch of two 
new fixed telephony compa- 
nies in the past two years, is 
in toe process of slashing 
costs of phone calls and com- 
petition has significantly 
improved the services of 
Telefonica, Spain’s main 
operator. 

Madrid's transport infra- 
structure is also undergoing 
a high profile change. A 
major overhaul of terminate 
and runways at Madrid's 
Barajas airport, which- will 
be largely completed this 
year, will lift air passenger 1 
traffic to 27.5m in 2000 up 
from 20m in 1997. Similar 
large investment projects 
will create a high-speed rail 
link to Barcelona and wholly 
update the motorway net- 
work that fans out from 
Madrid to the rest of Spain. 
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Motorola is one of a number of foreign Investors to have been 
attracted to Madrid’s l an d ma rk Torre Picasso 
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EUROPE bY Stefa n w«h«y 

Keen to tune up 
with the West 

fnrlffnae the Czech Republic are insistent their . . 

es should be tied to the EU, not Russia's baleful influence 

Tln» nimlim.j "... 


pit* combined effects of the 
Russian crisis, the turmoil in 
financial markets and the 
global economic slowdown 
™ nt ‘ presented the countries 
of central Europe with a con- 
siderable challenge. 

If these suites can survive 
the upheaval, they will go a 
long way towards establish- 
ing their credentials for full 
Inclusion in Western eco- 
nomic structures, headed by 
the EU. IF they fail, they 
could find themselves lan- 
guishing in the ranks of 
emerging markets and 
waiting a long time before 
they can prove to the world 
they are clear of Russia’s 
baleful economic influence. 

Poland, the Czech Repnb- 
Uc and Hungary, the princi- 
pal targets for foreign invest- 
ment in central Europe, 
have so far weathered the 
storm without suffering too 
much economic damage. 


Nonetheless, all have seen 
their stock- markets fall, 
especially Poland and Hun- 
gary (Czech equities were 
already weak). Some hanirc 
have suffered losses on Rus- 
sian investments, notably in 
the Czech Republic. 

Exporters serving the Rus- 
sian markets have been hit 
hard, though their impor- 
tance in the economy as a 
whole is limited, even in 
Poland, where Russia bought 
8 per cent of exports before 
the crisis and the rest of the 
Commonwealth of In depen- 


uiucycu' Liuvih pruuui~Lng semi-nn- 

dent States a farther 7 per isbed goods and components 


cent. 

The deeper the fall in 
financial markets and the 
bigger the dip in the world 
economy, the more the 
weaknesses of central 
Europe will be exposed. 

Government officials in 
the region say that the direct 
impact of turmoil in R ussia 


for west European industry. 
Food exporters can expect to 
suffer less. 

Dreadner Klein wort Ben- 
son. the investment banking 
arm of Dreadner Bank of 
Germany, estimates that the 
slowdown in central Europe 
could be quite sharp - with 
GDP growth in Poland, the 


EU FUNDING by Patrick Jenkins 


Investment first aid 

The EU is refocusing its subsidy structures on the weakest areas 


Most big investors, be they 
European or not. say subsidy 
funding does uot come very 
high on their list of priori- 
ties. There are plain reasons 
for this - first, they have 
more important things to 
worry about: and second, 
they are less likely to be eli- 
gible fur money than smaller 
companies. 

Nevertheless, a basic 
understanding of how EU 
subsidies work can be a tool 
tif competitive advantage. 

Any company that is rep- 
resented in an EU member 
state could be entitled to 
funds in some way. Money is 
distributed along a chain 
from European Commission 
to member state government 
to local authority’ or develop- 
ment agency to successful 


fanding applicant 
- "Explicit fanding to a com- 
pany is actually fairly rarer 
says Tim McNamara, bead of 
regional relations at the 
European Commission office 
in London. Only “social 
funding”, which could, pay 
an employer to retrain 'staff 
that are under threat of 
redundancy, is allotted in 
this way. More normally. 
European funds would be 
used to enhance the attrac- 
tiveness of an area ~ build- 
ing roads to a new proposed 
site, for example, or bringing 
derelict industrial sites back 
into use. 

The EU spends about one- 
third of its budget, or around 
EctflQbn (£20bn) annually, at 
latest estimates, on the four 
structural funds that form 


the. backbone of subsidies to 
regions or sectors that are 
deemed to be in difficulty. 
Two of these funds - the 
European Regional Develop- 
ment Fund and the Euro- 
pean Social Fund - straddle 
regions and industries. 

. A large-scale reform of the 
structural funds is currently 
under way. The main aim of 
the reassessment is to focus 
a larger proportion of the 
funds on fewer areas that 
are in the greatest need. At 
present, 51 per cent of the 
EU*s population is in regions 
that receive structural fund- 
ing. This is projected to fall 
to as low as 35 per cent 
Peter Marsh, who co-ordi- 
nates European fanding for 
one of the poorest London 
boroughs. Harringey. is con- 
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is much less significant than 
the dislocation of the world, 
economy In general and the 
EU economy In particular. 
They : are more worried 
about the fact that the Euro- 
pean Commission has this 
month cut its growth fore- 
cast for 1999 from 3.2 per 
cent to 2.6 per cent. . 

Such a slowdown will hit 
central Europe hard because 
the EU accounts for about 
two-thirds of exports. The 
impact will be especially 
great on the many manufac- 
turers producing semi-fln- 


Czech Republic and Hungary 
combined falling from-5 per 
cent in 1997 .'to' 3^' per cent 
this year and next. •; 

Poland is best placed to 
puH through because it is a 
large economy with a sulx 
stantial domestic market of 
40m consumers, because it Is 
relatively less dependent on 
the fickle flows of interna- 
tional capitaLand because it 
has pursued sound, macro- 
economic policies for a num- 
ber of years that have 
included keeping a tight con- 
trol ion government borrow- 
ing. 

The government has cut- 
its growth forecast for 1999 
to 5.1 per cent, compared 
with 5.7 per cent this year: 
Private economists say the 
figure may fall to 4 per 
cent. 

Hungary is more exposed 
because it is a more open 
economy with exports 
accounting for '40 per cent' of 
GDP growth and with for- 
eign investors dominating 
key industries, notably bank- 
ing. Also, government bor- 
rowing is bigger than in 
Poland, with a likely fiscal 
deficit for 1998 of over 4 per 
cent, compared with just 
over 2 per cent for Poland. 
GDP growth could fall from 
5 per cent in 1999 to below 4 
percent. 


cerned that some of the con- 
tinent's weakest areas will 
lose subsidies altogether if 
the review criteria are not 
adequately framed to 
respond to unemployment 
and deprivation. “Structural 
funding is crucial for the 
regeneration of this area,” 
be says. 

All the structural funds 
can be granted on the 
grounds of any one of three 
objectives - Objective l, the 
top priority, aims to rede- 
velop regions that are seri- 
ously la gg in g behind the EU 
average. 

Even after priorities alter, 
areas of the UK, Greece, 
Italy. Spain, Portugal and 
eastern Germany will con- 
tinue to receive significant 
Objective 1 money. Ireland 
loses its Objective l status in 
the reform. 

There are other initiatives 
that fall outside these core 
structures. The European 
Investment Fond, for exam- 


ple, takes equity stakes of 
around Ecu2m each in small 
businesses, normally via 
venture capital funds. The 
EIF also offers leveraged 
finance to small businesses. 

Generally, there is a move 
at EU level to concentrate 
assistance in the weakest 
areas of the Union. This is 
plain in the way it is reshap- 
ing the structural funds. It is 
also evident in the align- 
ment that the EU is trying to 
achieve with domestic 
regional funding. In the UK, 
for example, the EU is keen 
that regional overlap of 
fanding he maximised when 
the government reassesses 
its programme of regional 
selective assistance. “The 
Commission felt regional aid 
was being targeted too 
widely and being spread too 
thinly.” says Mr McNamara 
of the EC. Now it is doing all 
it can to concentrate efforts 
on areas that are in extreme 
need. I 


The Czech Republic is in 
the worst position bnt 
mainly due to domestic diffi- 
culties and not the interna- 
tional economy. The country 
was already in recession 
when the latest stage of the 
crisis struck this summer. 
The economy is expected to 
decline this year by 1 per 
cent and will do wen to 
achieve a flat result next 
year. 

The country's biggest chal- 
lenge is to refinance the 
hanking system, which has 
suffered from heavy bad 
debts and a lack of capital. 

These short-term consider- 
ations will not dim the 
long-term attractions of 
Investing in central Europe. 
All three countries remain 
committed to joining, the EU 
- and the. EU remains com- 
mitted to receiving- them 
early next decade. All have 
labour costs well below west- 
ern Europe's and all, notably 
Poland, have strong domes- 
tic markets for consumer 
and investment goods. 

However, multinational 
companies, with problems in 
their own backyards, are cer- 
tain to look more cautiously 
at investments in emerging 
markets than they have 
done In the recent past Cen- 
tral Europe will not escape 
unscathed from this review. 
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CASE STUDY 

STAUBLI 


Swiss-made for a carefully 
measured approach 

An engineering contractor turned pan-European ‘motion 
controller* has spent the last century on a steady expansion path 


For a carefully conceived 
attitude to setting up 
business. locations across 
Europe, it is hard to beat the 
strategy of Stgubli, a 
privately owned Swiss 
company which is a world 
leader in specialised textile 
manufacturing systems as 
wed as industrial robots. 
From its creation 108 years 
ago as an engineering 
contractor in Horgen, near 
Zurich, the company has 
edged out into a number of 
other technical fields, with 
large manufacturing centres 
in Germany, Italy and 
France. 

With only 1 per cent of the 
company’s SFr760m annual 
sales in Switzerland, 

Anthony Staubii, the 
company’s chief executive 
and the grandson of the 
founder, explains that from 
the outset Staubii has had 
an international approach to 
doing business. It has 
expanded partly through 
taking advantage of market 
opportunities in specific 
countries, and partly through 
shifting its basic engineering 
expertise into new areas. 

“We are specialists in 
motion control," says Mr. 
Stdubil. “It’s possible to see 
links between our original 
products of weaving 
systems and a number of 
other equipment fields." 

Just over half StflubH's 
2,500 employees are In two 
plants in Franca It also has 
plants In Germany, Italy and 
Brazil, as well as one in 
Switzerland where it has 350 
workers. Some 70 per cent 
of the company’s sales 
come from specialised 
weaving system attachments 
based around "cfobbies" - 
highly intricate devices that 
create the pattern In doth. 
Staubii is a world leader in 
electronically controlled 
Jacquard systems which do 
this job at extremely high 


speeds. 

With the textile equipment 
industry prone to large 
swings in capital investment 
- the industry Is now moving 
info a steep downturn due 
to cuts In investment in 
Asian countries which are 
the world’s biggest 
customers for textile 
systems - Staubii saw the 
need In the 1950s to move 
into a “second leg". This 
was built around specialised 
hydraulic and pneumatic 
couplings for fields as 
diverse as space rockets 
and plastics moulding 
machinery. 

Stfiubli started production 


‘We specialise 
in applications 
where the 
customer needs 
high degrees of 
accuracy' 


of these devices in one of its 
French plants - in Faverges 
- in 1956. Today specialised 
couplings account for about 
a fifth of Stdubli's sales. The 
company made its big step 
Into Germany in 1969 when 
it took over another private 
manufacturing business 
Bayreuth, which now 
employs 300 and is a key 
site for bobby 

manufacturing. This summer, 
the company moved further 
Into the country when It took 
over a small business in the 
former East Germany which 
is a maker of carpet weaving 
machines. 

The next milestone 
following the foray into 
Germany was in 1989 when 
St&ubli paid Westinghouse 
of the US an undisclosed 


sum for Unimation, at one 
time the world's biggest 
robot maker. Started In 1962 
by Joe Engelberger, a US 
entrepreneur, Unimation was 
bought by Westinghouse in 
the 1980s but ran Into 
financial difficulties due to 
mounting competition 
particularly from Japanese 
robot suppliers. 

A five-year development 
programme followed to 
modify Unimation 's existing 
Puma electrically controlled 
robots to new applications. 
Staubii also found it more 
convenient to base its robot 
manufacturing in Its existing 
plant in Faverges, dosing 
Unimation 's European 
manufacturing headquarters 
in Telford in the UK, which 
today has been relegated to 
a sales and engineering 
outpost “There are many 
bigger robot suppliers than 
us but we specialise in 
applications where the 
customer needs high 
degrees of accuracy In areas 
such as assembly of small 
parts," says Mr Staubii. 

With robots accounting for 
about 8 per cent of StSubii's 
sales, the company moved 
into a “fourth leg" in 1993 
through buying Tec-Sem, a 
Swiss manufacturer of 
automation equipment for 
the semiconductor industry. 
Mr Staubii hints that this 
might have been a 
diversification too far. “There 
are some synergies between 
this field and robotics.” he 
says, “but not as many as 
we thought” With the 
downturn in the world 
semiconductor industry 
hitting demand for the types 
of wafer-handling systems 
that Tec-Sem makes, Mr 
Staubii says the company is 
considering the future of this 
part of the company 
carefully. 

Peter Marsh 
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World class 


business is at home 
in Speke-Garston 

Ford, Jaguar, Eli Lilly"# Company 
Limited, Medeva Pharma-limited 
and Glaxo Wellcome Operations 

y 

' Well make you * • 
feel at home too 

t \y,* • •' V * * 

h Choose Speke-Garston for: 

•'■Britain’s most attractive financial 
.v^T/ packages 

-v • A central location with international 
'i ‘ access by road, rail, air and sea 

•jAn exciting portfolio of top quality 9 
'’ ’WW sites and premises 
A • Fast track planning ^ 

The commitment of an expert 
^development team 
•.-Access to a powerful network 
of business partnerships 

'?'# • High quality infrastructure and 
space to expand 

' , • A highly motivated and skilled 
workforce 

Phone our opportunities hotline and speak to 
Sarah Rapcr. Commercial Manager on 

+44 (0) 151 494 2555 

or post or £t\ the coupon below to: Sarah Rapcr, Commercial 
Manager. Speke Garston Development Company. Mersey House. 
1-iO Speke Road, Garston. Liverpool. Merseyside L19 2PH, 

Fax +44 (0) 152 49+ 4210 
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NORTH OF ENGLAND by Sheila Jones 


Regeneration 
is still ticking 
over nicely 

Despite the high-profile withdrawal of 
some overseas investors from the north of 
England, the area’s development bodies 
insist the process of revival has not stalled 


When Siemens, the German 
electronics group, decided 
this year to end semiconduc- 
tor manufacture in the 
north-east of England, ques- 
tions were asked about 
whether the region had 
become over-dependent on 
inward investment and vul- 
nerable to corporate deci- 
sions made outside the UR. 

Regeneration agencies 
argue that a handful of high 
profile closures, mainly as a 
result of a downturn in the 
global chip market, did not 
mean all inward investment 
was going wrong. Hundreds 
of foreign -owned companies 
continued to “tick over 
nicely", says John Bridge, 
chief executive of the North- 
ern Development Company. 

There has been no let-up 
in the promotion of the UR 
as a business location. In 
contrast to the particular 
problems at companies such 
as Siemens, the pace of 
inward investment has accel- 
erated this year after a 
record number of invest- 
ments last year. 

Andrew Fraser, chief exec- 
utive of the Invest in Britain 
bureau, says the UK contin- 
ues to dominate in Europe 
on the main factors that 
influence investment deci- 
sions: access to markets and 
supplies, competitive taxa- 
tion rates and a business- 
friendly location. While 
there are fewer, large invest- 
ments. the number of 
smaller and medium-sized 
projects is rising. . 

Competition is increasing 
from lower-cost locations, 
and jobs have been lost in 
industries including textiles 
and pharmaceuticals to loca- 
tions in eastern Europe and 
South America. But the UK’s 
communications infrastruc- 
ture, among other factors. 


can help to bolster its 
appeal, says Melanie Salis- 
bury, senior economist at 
Business Strategies, the Lon- 
don-based consultancy. ,f We 
have some of the lowest 
Labour costs In the European 
Union', apart from Greece, 
but the UK has the infra- 
structure too." 

Investment agencies, such 
as Inward in the north-west 
of England, believe that the 
creation of the new regional 
development agencies will 
help the English regions 
compete more effectively for 
inward investment by pro- 
viding a more co-ordinated 
response to potential inves- 
tors. However, there is still 
concern' that the regions 
may lose out because of the 
lack of central funding 
wi thin the RDAs, unlike the 
funding regimes in Scotland 
and Wales. The English 
regions must refer to govern- 
ment departments on larger 
investment packages, and 
projects can be delayed in 
the process. 

While most companies 
looking for a European site 
say the incentive regime and 
labour costs are not always 
important factors, they can 
be decisive if everything 
else, such as access to mar- 
kets. a site and labour, is in 
place. 

Inward argues that the 
north-west, along with other 
regions, can be ‘‘outbid'’ on 
financial packages elsewhere 
in Europe or beaten by more 
attractive tax regimes in 
countries such as Ireland It 
adds, however, that the deci- 
sion by. Ford, the US motor 
company, to upgrade its 
Halewood plant on Mersey- 
side, is a sign of the region's 
reputation as a quality man- 
ufacturing region with good 
transport links, infrastruc- 
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Nissan's Sunderland plant has evolved from a sudder Into a provider for the region 


ture and a large labour force. 

Views are mixed on 
whether the UK's decision 
not to enter the European 
single currency in the first 
wave will affect the way the 
country ip viewed as a busi- 
ness location. Some business 
leaders argue that their abil- 
ity to trade in euros, 
whether in or out of mone- 
tary union, will make no 
practical difference to their 
position in Europe. However, 
there Is concern among some 
large fo reign-owned inves- 
tors that the UK will be seen 
as peripheral in Europe until 
it joins the single currency 
or sets a firm date for join- 
ing. 

While the Siemens and 
other high-profile closures 
may not be part of a trend, 
the regions are eager to 
ensure that future invest- 
ments become embedded in 
the UK. A recent shift 
towards more value-added 
investment should help to 
underpin that ambition. 
“There is an important shift 
throughout the country up 
the value chain," says Mr 
FTaser of Invest in Britain. 
Companies are incr easing ly 


investing in knowledge- 
based employment. “It is the 
access to Britain's science 
and expertise that people are 
now looking for. What's 
grafting about this new gen- 
eration of investment is the 
extent to which they are 
focusing on research and 
development.' 

Last year, a record 61& 
inward investment projects 
were completed in the UK, 
creating or safeguarding 
125,000 jobs. Korean invest- 
ment has evaporated follow- 
ing the Asian financial cri- 
sis, but Japanese interest is 
holding up and the “funda- 
mental investment climate is 
extraordinarily buoyant". 

FOr a Japanese company 
such as Nissan, the car 
maker, its long-term ambi- 
tions in fiie European mar- 
ket are more Important than 
factors such as the downturn 
in Asia. The company picked 
Sunderland in the north-east 
of Rn gland as Its main Euro- 
pean factory in 1984 because 
the UK was its biggest mar- 
ket and gave it access to the 
rest of Europe and its admin- 
istrative offices in Amster- 
dam, says Stewart McKee, 


corporate comm uni cations 
manag er, 

Nissan sells 100,000 
vehicles a year in the UK 
and 500,000 across Europe. 
The company has become 
embedded in the region by 
shifting from being a “screw- 
driver" assembly plant in 
the early days to becoming a 
centre of design, develop- 
ment, testing and produc- 
tion. It has Invested in train-, 
ingfrom day one, producing 
a car plant with tb** highest 
productivity in Europe. 

“It has achieved its own 
critical mass as a business. 
It is now a provider not a 
stickler,” says Mr McKee. 

The availability of grants 
was "way down the Ust of 
priorities”, he says, and 
labour costs were not an 
Issue, because they accpimt 
for only l per emit eff the 
cost of building a car. But 
the local infrastructure and 
the labour farce were injpeff- 
tant Nissan is not aboih to 
leave the region. “We have 
everything we need at the 
plant for the European mar- 
ket. It is driven by sales and 
the European car market Is 
still relatively buoyant." 
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Flanders 

Europe's best business location 


call us on + 32 (2) 227 33 11 
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If you want to do business in Europe/ . 
don't let our location fool you. Madeira is 
a region of Portugal and tbe people of ■. 
Madeira have a passion for international 
business that dates back centuries. Its this 
passion for quality service and cost-effi- 
cient operations that is making Madeira's 
new international business centre such a 
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new vantage point on Europe from its 
perfect perch for global business. 

Madeira 

Where Global BiuintM 
if a Way of Life 


Flanders is at the heart of Europe. It has a perfect infrastructure, a multilingual workforce and a 
business-friendly climate. But that’s not all ... 

if you want to know exactly why international companies like Mazda, Nike, Toyota, Volvo Trucks, . 
Levi Strauss, Philip Morris, Pioneer. Hyundai Heavy Industries and many others have. chosen 
Flanders as their European business location, just give us a call. We wdl send you full details. . 

Flanders Foreign Investment Office. 

Government of Flanders (Brussels, Belgium)' 


Levrvtnacplcin 4 - B-1TO0 BrawcK. Belgium • Td. *32 12) 227 M jl • Fax +12 (2] 227 S3 10 - www.ffio.com •Mini: fbndei 5 ®ffiabe ' 


Here you'll find over 2,700 companies 
in financial services, international services 
and shipping, as well as in manufacturing - 
for Europe and tbe world within an indus- 
trial free trade zone. And the advantages 
are nothing but special. So get a . 


Madeira Development Company 

RiadaMouraria.Na.9-i 

RQ Box 4 1 64 

9052 Funchal Codex Madeira Portugal 

Tet (351-91) 20.I3J3 Fax: (351-91) 20.13.99 


For information on Madeira and how we can help your business, write or fax us at our address. 
. You canfind us on die Internet at http-7/www^dmadeira.pt/ E-mailsdm@sdni.pt 
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GREECE by Kerin Hope 


\ 

e 

t 

t 

r 

t 

* 

t 

i 

r 

5 

£ 

F 

r 

E 

r 

c 

c 

r 

c 

e 

i 

a 

c 

F 

a 

i 

e 

r 

n 

c 

t 

V 

0 

i 

s 

s 

t 

f 

t 

n 

s 

P 

f. 

a 

il 

a 

t 

S 

c 

t 


Reconstruction project 

As the primary beneficiary of EU money, the country is now managing to complete an 
array of key infrastructure projects, attracting vital international investment in the process 


For passers-by In central 
Athens, the sight of a 
brand-new escalator dan- 
gling from a crane is not just 
an arresting image. 

It signals that the long- 
awaited extension to the 
Greek capital's underground 
railway is nearing comple- 
tion. 

The Dr700tm metro exten- 
sion. due to open in 2000, 
was the first of several 
important infrastructure 
works conceived over 30 
years ago to be launched. 
Before EG grants became 
available to boost the econo- 
mies of poorer member 
states, few Greek public 
works projects advanced 
beyond the study 
stage. 

The ElTs current struc- 
tural aid package for Greece 
contains more than EculQbn 
in grants for modernising 
infrastructure. Projects 
under way include an inter- 
national airport for Athens; 
a Dr2O0bn bridge across the 
Corinth Gulf; the Dr750bn 
Egnatta highway across 
northern Greece; and the 
Dr450bn Attica highway, a 
ring road for the Greater 
Athens area which will also 
link the new airport with the 
city. 

International construction 
companies are managing 
mast big projects with Greek 
companies as sub-contrac- 
tors. The local companies, 
mostly family controlled 
concerns with limited capital 
resources, are having to 
restructure in order to par- 
ticipate. They are also learn- 
ing to live with a sharp Call 
In margins. 

“It's been a rough ride for 


many local contractors,” 
says Arlana Kourtali, con- 
struction analyst at Alpha 
Brokerage in Athens. ‘They 
were used to big margins 
and few quality controls 
when they worked on gov- 
ernment contracts. Now 
there are more contracts to 
be competed for, but they 
have to learn to operate dif- 
ferently.” 

Three big projects - the 
airport, bridge and Attica 
highway - are being con- 
structed on a bmld-operate- 
transfer (BOT) basis, with 
financing from both public 
and. private sources. The mix 
includes EU grants and soft 
loans from the European 
Investment Bank, equity 
participations by private 
contractors, commercial loan 
packages and allocations 
from the government's 
investment budget. 

Germany's Hochtief group 
leads an international con- 
sortium building the new 
airport at Spata east of 
Athens, which is due to open 
early in 2001 with the aim of 
becoming a regional hub for 
south-east Europe. The con- 
sortium holds a 45 per cent 
stake in the Athens Airport 
Company, and has a conces- 
sion to run the airport for 30 
years. The remaining 55 per 
cent is held by the Greek 
state. 

The Greek government is 
providing the airport site 
and financing out of reve- 
nues from the Spatosimo, a 
special tax paid by 
passengers leaving Greek 
airports. 

The consortium provided 
equity, while the EIB has 
put up a loan. EU grants 


brought in extra funds, with 
the remainder coming 
from a commercial loan 
package. 

“The big projects are an 
unprecedented combination 
of private and public sector 
finwnrfrig - We've bad delays 
and arguments,” says an 
economy ministry official. 
“But we've established a 
method that can go on being 
applied, for example for 
building facilities needed for 
the 2004 Olympic Games in 
Athens." 

Many medium-sized Greek 
contractors have opted to 
bid for smaller works co-fi- 
nanced entirely by the EU 
and the public investment 
budget harbour modernisa- 
tion, new railway tunnels 
and runway extensions at 
island airports. 

Big construction compa- 
nies, however, have sought 
equity participations in 
some of the consortia han- 
dling BOT projects. 

“It's important to keep a 
balance on your order-book 
between public and private 
sector projects. But if you 
want to grow, you can’t 
afford not to be involved in 
the biggest projects of all," 
says Loukas Kyriacopoulos 
of Hellenlki Technodomlki, 
one of Greece's five leading 
contractors, which is partici- 
pating in the bridge 
and Attica highway 
projects. 

To improve quality and 
reduce delays, especially on 
roadbuilding projects, con- 
tractors are being encour- 
aged to join forces. 

For example, the size of 
sections offered for tender 
has Increased from 5km to 


20km on parts of the Egnatia 
highway, which will run 
780km across rugged terrain 
to link the Adriatic coast 
with the Greek-Turklsh bor- 
der in Thrace As a result, 
three or four companies are 
putting in joint bids. 

The construction industry 
is expected to consolidate 
rapidly in the next two or 
three years. “Contractors 
wiU have to overcome their 
current reservations about 
takeovers and mergers, 
because the next' round of 
projects will require a 
much bigger pool of 
resources," ' says Ms 
Kourtali. 

Hellenlki Technodomlki 
has shown the way forward 
by agreeing a merger with 
Volos Technical Company, a 
specialist bridge builder 
which is also part of the Cor- 
inth Gulf bridge consortium. 

Helleniki raised Drisbn 
through a rights issue, 
which included a private 
placement with interna- 
tional investors, to acquire a 
50 per cent stake in Volos 
Technical held by one 
of its founding partners. 
Volos shareholders will 
acquire 31 per cent of 
Helleniki. 

Mr Kyriacopoulos says 
that Helleniki “will be in a 
strong position as a result of 
the merger” when bidding 
opens next year for $550m in 
BOT projects fra- the Athens 
Olympics. The biggest prae 
will be a 9103m contract to 
build the Olympic village - 
due to become a private 
housing complex alter the 
Games - on a wooded site on 
Mount Fames near the 
capital 


PORTUGAL by Peter Wise 


Catchphrase of cut-price 
quality attracts new fans 


Emu has enhanced the economic 
appeal of an advanced location that 
is still cheap by European standards 


In the trade-off between 
quality and cost that every 
foreign investment decision 
involves, Portugal has made 
snhBtanHai improvements in 
the calibre of what it has to 
oilier without an equivalent 
increase in the price. 

The single biggest change 
has been brought about by 
the country's successful 
effort to adopt the single 
European currency. This 
should guarantee a sound 
economic environment of 
low inflation and interest- 
rate stability - benefits not 
t raditionally associated wit h 
Portugal - and it virtually 
eliminates exchange-rate 
risks. 

Participating in the euro is 
a particularly important 
advantage in relation to Bast 
Europe, one of Portugal’s 
main competitors fin- inward 
investment. Poland, the 
Czech Republic and Hungary 
can offer lower wages, a bet- 
ter qualified workforce and 
locations that are much 
closer to the big north Euro- 
pean markets. But the risks 
are greater. 

“Political and financial 
risks, including the possibil- 
ity of rising inflation, are 
considerably higher in east 
Europe than in countries 
such as Portugal that will 
form part of the earo-zane." 
says Jan Scheers, a partner 
with Plant Location Interna- 
tional, a Brussels-based 
unit of consultants 
Pri ce waterhous e Co opers 
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(PWC). 

“Companies exporting 
from Portugal also benefit 
from guaranteed free access 
to European Union mar- 
kets," he says. “Although 
East European countries 
have trade agreements with 
the EU, investors based In 
those countries ran the risk 
of coming up against restric- 
tions and limitations on 
trade with the biggest Euro- 
pean markets." 

Protection from risk was 
one of the principal benefits 
that Antonia Guterres, the 
prime minister, underlined 
when Portugal officially 
qualified in March to 
participate in European 
economic and monetary 
onzon. 

“We have proved we can 
do it,” he said. “When the 
European Union begins 
ex panding eastwards, being 
part a£ the euro win provide 
Portugal with the. crucial 
comparative advantage of 
credibility. Our economy has 
become much more reliable 
fin foreign investors than it 
was before." 

Portugal has also been 
catching up with other 
peripheral lower-cost com- 
petitors within the EU. 
Ireland, seen as another of 
Portugal's main rivals as a 
business location, has in 
some ways become a victim 
of its own success, according 
to Mr Scheers, 

The large number of 
investment projects 
attracted to Ireland in recant 
years has led to a shortage 
of «rirfnpd workers in some 
areas and corporate tax rates 
have begun to move up from 
the extremely low levels that 
helped draw foreign , compa- 
nies, he says. 

Meanwhile, improvements 
in Portugal's education sys- 
tem and EU-finanoed invest- 
ment in professional train- 
ing have helped Increase the 
availability of qualified 
workers' with an adequate 
level of tpflfrnleal expertise. 
However, wage costs remain 
by far the lowest in the euro- 
zone. 

- “Portugal faces competi- 
tion from some other 
regions, particularly east 
Europe, in regard to some 
price factors, such as wage 
costs," says' Guilherme 
Costa, head of ICEP, Portu- 
gal’s state institute for 


investment, trade and tour- 
ism. - 

“But.when it comes to unit 
production costs, we have a 
dear advantage. .The levels 
of productivity that can be 
attained with the technologi- 
cally sophisticated equip- 
ment and modern manage- 
ment methods available In 
Portugal are equal to those 
in more advanced EU coun- 
tries, where costs are much 
higher." 

The quality of the work- 
force has beat an important 
motive for some of the big- 
gest foreign Investments 
rnwH * In Portugal. In 1986, 
Siemens, the German elec- 
tronics and electrical engi- 
neering group, chose Portu- 
gal from 26 competing 
countries as the rite for a 
Bs60bn ($38Qm) memory chip 
plant.. 

Ford and Volkswagen also 
qpted for Portugal to set up 
AutoEuropa, a *t54bn joint 
venture to produce “people 


carrier" vehicles. The plant 
was inaugurated in 199S. 

“Portugal was competing 
strongly with the UK, 
France and Spain for the 
plant." says Ralph Roslg- 
nolo, AutoEuropa's execu- 
tive director. 

“In the end, the combina- 
tion of government Incen- 
tives, a skilled, cost-effective 
workforce and a long-term 
commitment to the automo- 
tive industry were the deci- 
sive factors for choosing Por- 
tugal" 

Although Portugal's 
labour laws look rigid on 
paper, they are relatively 
flexible in practice, says 
John Duggan, a Lisbon- 
based tax partner with PwC. 
A bigger obstacle to efficient 
business practices is bureau- 
cracy, he says. In spite of 
recent improvements, red 
tape remains a cause of 
delay and frustration 
for many foreign 
investors. 



High-toed names am drawn to Lisbon 



CASE STUDY 

SAMSUNG 


London becomes big 
chip off Korean . block 


Things have not gone 
smoothly for Samsung, the 
Korean electronics giant, 
since it decided In 1995 to 
relocate its European 
headquarters from Frankfurt' 
to London. 

In the three years since 
the decision was taken, the 
Korean economy has been 
hit by fae financial turmoil 
spreading through Asia, and 
there has been a worldwide 
downturn fn semiconductor 
prices, hurting toe group's 
margins. - 

These difficulties have 
forced the group to 
postpone plans for a 
100,000 square foot new 
buflding at its European 
headquarters, sited in 
Brentford, a west London 
suburb near Heathrow 

airport. 

However, the changing 
economic outlook does not 
undermine Samsung's 
reasons for the shift to 
London, which coincided 
with toe official opening by 
the Queen of its £450m 
factory at Billing ham, 
Cleveland, which makes 
microwave ovens aid 
computer monitors. 

Samsung says it moved its 
HQ to London because of: 

• The importance to the 
group of its UK activities, 
which Include Samsung 
electronics, Samsung 
Corporation and Samsung 
Semiconductors as wail as 
the Cleveland plant; 

London’s pre-eminence 
as a financial centre; 

Good transport links 
between toe UK and Korea, 
with a key international 
airport just down toe road at 
Heathrow; 

The status of Engfish as 
the pre-eminent international 
business language; 


6! e JDtl« UK's skilled 
workforce; 

• -The competitive ; 
telecommunications 
Infrastructure, - 
•f ’ The deregulated 
business environment, which 
permits greater flexibility of 
operations than In many 
continental European 
countries. 

The existence of a Korean 
community of more then 
ICfJJOO people, concentrated 
in toe'borough of 
Kingston- upon Thames, in 
south-west London, also 
helped to make toe 
company feel more at home. 

Despite difficulties 
at home, Samsung 
has underlined 
its commitment 
to London 

Samsung worked closely 
with London First Centre, 
the Inward Investment 
agency for the capital, in 
choosing precisely where to 
locate - ft eventually chose 
the S. 9 acne THeo site on the 
peat West Road, well 
known to many Londoners. 

In fact, officials say that 
Samsung was toe fast 
company to Inquire about 
relocation to London when 
the agency, funded Jointly by 
the government, local 
authorities and business, 
opened Its doom In 1994. 

In spite of foe difficulties in 
its home market, Samsung 

itoderfined Its commitment 
to London in March, when It 
decided to locate a $2m 
automated logistics centra 



I 


on the site of its former . 
manual semiconductor - 
warehouse. 

The centre, which supplies 
computer manufacturing 
plants operated by other 
companies in Scotland and 
Ireland, handles a range of 
products flowing in from 
Korea and the US, tocftkflng 
Integrated circuits, 
multimedia devices and high 
performance Alpha 
microprocessors. 

Ken Jones, sales director 
of Samsung Semk»nduetora 
Europe, said toe plant had 
to be automated because 
the volume of products 
being shipped manually had 
quadrupled, although Ks 
value had hardly changad 
because of falling prices. 

The plant needed to be to 
London because of the 
proximity of Heathrow, 
which allows easy . . 
transhipment of both goods 
and people arriving from 
Seoul, and the ease of 
transport Jinks to Mend and 
Scotland 

•We needed to be rioMr 
to the big personal computer 
companies which represent 
50 per cent of our total 
European turnover, " say* Mr 
Jones. 


t 

I 


second headquarters in 
Frankfurt which suppHea 
smaller PC compart** Jo toe 
rest of Europe: 

The London centre, which 
acts as a hub for smaUer 
warehouses dose to the 
computer plants, allows 
customers to pface orders 
through an el ectro ni c data 
interchange system as Itttio 
as two hours before the . 
goods are heeded on the 
production line, 

Kevin Brown 
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